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HOUSE OF REPRESENTATIVES—Monday, May 19, 1986

The House met at 12 noon.

The Chaplain, Rev. James David
Ford, D.D., offered the following
prayer:

We admit, gracious God, That we
are not masters of our fate and we
know the uncertainty of our lives. We
pray that Your spirit will be with us
along life’s way strengthening us when
we need to be strong, giving solace
when we are hurt, and forgiving when
we are wrong. We thank You, gracious
God, for Your mercies to us and may
Your goodness never depart from us.
Amen.

THE JOURNAL

The SPEAKER. The Chair has ex-
amined the Journal of the last day's
proceedings and announces to the
House his approval thereof.

Pursuant to clause 1, rule I, the
Journal stands approved.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Hallen, one of its clerks, announced
that the Senate has passed without
amendment joint resolutions of the
House of the following titles:

H.J. Res. 234. Joint resolution designating
the week of May 18, 1986, through May 24,
1986, as ““National Food Bank Week”;

H.J. Res. 427. Joint resolution designating
the week beginning May 11, 1986, as “Na-
tional Asthma and Allergy Awareness
Week™;

H.J. Res. 492. Joint resolution to designate
the week beginning on June 1, 1986, as “Na-
tional Neighborhood Housing Services
Week"; and

H.J. Res. 613. Joint resolution allowing
qualified persons representing all the States
to be naturalized on Ellis Island on July 3 or
4, 1986.

The message also announced that
the Senate had passed a bill and joint
resolutions of the following titles, in
which the concurrence of the House is
requested:

S. 2460, An act to extend until June 30,
1986, the date on which certain limitations
become effective with respect to obligations
that may be made from the Military Person-
nel accounts of the Department of Defense
for fiscal year 1986;

S.J. Res. 342. Joint resolution to designate
May 25, 1986, as “Missing Children Day";

and
S.J. Res, 344. Joint resolution to designate
the week beginning June 8, 1986, as "“Na-

tional Children's Accident Prevention

Week."

CONSENT CALENDAR

The SPEAKER. This is the day for
the call of the Consent Calendar. The

Clerk will call the first bill on the Con-
sent Calendar.

RURAL WATER RIGHT-OF-WAY
POLICY ACT OF 1985

The Clerk called the bill (H.R. 3617)
to exempt rural water systems facili-
ties assisted under the Consolidated
Farm and Rural Development Act as
amended from certain right-of-way
rental payments under the Federal
Land Policy and Management Act of
1976.

The SPEAKER. Is there objection
to the present consideration of the
bill?

Mr. WORTLEY. Mr. Speaker, 1 ask
unanimous consent that the bill be
passed over without prejudice.

The SPEAKER. Is there objection
to the request of the gentleman from
New York?

There was no objection.

AMENDING THE DEPARTMENT
OF DEFENSE AUTHORIZATION
ACT, 1985

The Clerk called the bill (H.R. 4530)
to amend the Department of Defense
Authorization Act, 1985, to provide
that members of the Commission on
Merchant Marine and Defense shall
not be considered to be Federal em-
ployees for certain purposes, to extend
the deadline for reports of the Com-
mission, and to extend the availability
of funds appropriated to the Commis-
sion.

There being no objection, the Clerk
read the bill, as follows:

H.R. 4530

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SECTION 1. STATUS OF MEMBERS OF COMMISSION
ON MERCHANT MARINE AND DE-
FENSE; EXTENSIONS OF REPORT
DEADLINES AND AVAILABILITY OF
APPROPRIATIONS,

(a) StaTus oF ComMMIssiON MEMBERS.—
Subsection (d) of section 1536 of the De-
partment of Defense Authorization Act,
1985 (Public Law 98-525; 98 Stat. 2633), is
amended—

(1) by inserting “(1)" after “(d)"; and

(2) by adding at the end the following new
paragraph:

“(2) A member of the Commission ap-
pointed under subsection (eX1XC) (who is
not otherwise employed by the Federal Gov-
ernment) shall not be considered to be a
Frederal employee, except for the purposes
ol—

“(A) chapter 81 of title 5, United States
Code, relating to compensation for work-re-
lated injuries; and

““(B) chapter 171 of title 28, United States
Code, relating to tort claims.".

(b) ExTENsIONS.—Such section is further
amended as follows:

(1) The last sentence of subsection (b) and
the first sentence of subsection (g) are each
amended by striking out “the date of the
enactment of the law first providing funds
for the Commission” and inserting in lieu
thereof “the date on which sufficient mem-
bers of the Commission to constitute a
quorum have been appointed”.

(2) The second sentence of subsection (g)
is amended by striking out “of enactment”
each place it appears.

(3) The last sentence of subsection (i) is
amended by striking out “September 30,
1988" and inserting in lieu thereof “36
months after the date on which sufficient
members of the Commission to constitute a
quorum have been appointed”.

The bill was ordered to be engrossed
and read a third time, was read the
third time, and passed, and a motion
to reconsider was laid on the table.

GENERAL LEAVE

Mr. GORDON. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on the
bill just passed.

The SPEAKER. Is there objection
to the request of the gentleman from
Tennessee?

There was no objection.

DEMOCRATS SET AGENDA

(Mr. RICHARDSON asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Speaker,
the critics said that the Democrats
were dead and had no new ideas, caus-
ing the 1982 Presidential debacle. But
today I stand proud to be a Democrat,
gloating that our party has set the
congressional agenda on tax reform,
the budget deficit, and now this week,
trade.

House Democrats, led by Represent-
ative ROSTENKOWSKI, produced a
strong tax reform bill that critics said
would die in the other body. But the
other body adopted a Democratic bill
originally proposed by the gentleman
from New Jersey [Mr. BRADLEY], and
now tax reform is alive and well.

Last week, the House passed a
budget deficit control bill that falls
under Gramm-Rudman targets, equal-
ly splits the painful cuts between do-
mestic and military spending, and
deals responsibly with revenue in-
creases. But the message we sent to
the White House and the Republican
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Party is that we will not pay for their
defense increases nor their new taxes.

This week, House Democrats will
take the initiative on trade. Our trade
deficit this year is expected to climb to
$170.9 Dbillion—U.S. businesses in
nearly every manufacturing sector
have lost market share at home, while
their exports face market business and
unfair trade practices abroad. Amer-
ica, once the prominent player in
world trade, is finding itself playing
second or third string in every market.

The Reagan administration has ig-
nored the need to develop a clear, co-
herent national trade policy. It prefers
instead to respond on an ad hoc, item-
by-item basis. Whether the problem
relates to automobile trade, textile
trade, customs fraud, market access or
exchange rate policy, the administra-
tion has refused to act until pushed by
outside forces—usually Democrats in
Congress.

Mr. Speaker, when the voters go to
the polls in November, I hope they re-
member what party set the positive
agenda on tax reform deficit reduec-
tion, and trade.

NATIONAL TOURISM WEEK AND
THE SPLENDOR OF WISCONSIN

(Mr. ROTH asked and was given per-
mission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. ROTH. Mr. Speaker, today
marks the first day of National Tour-
ism Week. While we endure 90-degree
temperatures and 90-percent humidity
here in Washington, let me entice my
colleagues with the splendor of north-
east Wisconsin. Come to the north-
woods and to Door County and enjoy
two of the best places on Earth to
spend a vacation. Rand McNally's new
book, “Vacation Places Rated,” calls
the northwoods and Door Country two
of the best vacation places in America.

Rhinelander, Eagle River, Minocqua,
and the entire Oneida, Vilas, Forest
County area in the northwoods of Wis-
consin and Door and Kewaunee Coun-
ties exude the bounty of America, its
beauty, and its excitement.

Tourism is big business in Wisconsin.
It means millions of dollars for Wis-
consin’s economy. It means more than
106,000 jobs. And it means $763 mil-
lion in the pockets of workers and mil-
lions more in tax revenue for Wiscon-
sin. The Presidential proclamation
designating this week as National
Tourism Week calls attention to the
importance of tourism to the Nation.
The northwoods and Door County are
but two of the spots which are impor-
tant to Wisconsin tourism.
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TRADE AND INTERNATIONAL
ECONOMIC POLICY REFORM
ACT OF 1986

(Mr. BONKER asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. BONKER. Mr. Speaker, this
week is World Trade Week, so it is ap-
propriate that the House begin consid-
eration of H.R. 4800, the Trade and
International Economic Policy Reform
Act of 1986. This legislation is the
product of six committees working in
concert to develop trade legislation
that will bring down the trade deficit
and make America competitive once
again.

H.R. 4800 will give us a more effec-
tive trade policy and compel a reluc-
tant President to deal with our trade
problems, but it stops short of protec-
tionism.

Secretary Jim Baker recently said
that the declining dollar will “fix"” our
trade problem, but the facts do not
support his claim. The dollar has de-
clined relative to the yen by one-third
this past year, but the bilateral trade
deficit with Japan for March was $5.5
billion, up 27 percent over the previ-
ous month and an all-time high.

Clearly the Reagan administration's
international economic and trade poli-
cies have failed, as evidenced by the
accumulating trade deficit and a
threatening external debt. It is time
for an alternative policy, and that is
what the Democratic leadership has
done. H.R. 4800 is a bill we can sup-

port with pride, and one that will pro-
mote our domestic industries while re-

storing competitive

abroad.

our position

REMOVAL OF NAME OF MEMBER

AS COSPONSOR OF H.R. 2031,
THE FEDERAL TAX DELIN-
QUENCY AMNESTY ACT OF
1985

Mr. WORTLEY. Mr. Speaker, I ask
unanimous consent that my name be
removed as a cosponsor of H.R. 2031,
the Federal Tax Delinquency Amnesty
Act of 1985.

The SPEAKER. Is there objection
to the request of the gentleman from
New York?

There was no objection.

GOVERNMENT OF THE ISLAND
NATION OF VANUATU IS ES-
TABLISHING DIPLOMATIC RE-
LATIONS WITH LIBYA

(Mr. SUNIA asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. SUNIA. Mr. Speaker, I rise
today to bring to the attention of this
House a shocking turn of events
taking place in the South Pacific
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Ocean, which, as you know, is also the
home of American Samoa, the U.S.
territory which I am proud to repre-
sent.

But this beautiful corner of the
world is not as tranquil as it once was.
On Tuesday of last week, I learned
that the government of the island-
nation of Vanuatu, an independent re-
public since only 1980, is in the process
of establishing diplomatic relations
with Libya. Indeed, I am informed
that it is only a matter of time before
these two nations proudly link arms.

Last year, I came before this body to
warn of the rapid decrease in Ameri-
can influence throughout the Pacific.
The Soviet Union has planted its foot
in the region, having last August been
granted a 1l-year license to fish in the
vast waters of the island-nation of Kir-
ibati. Overtures of a similar nature
have been made to several other small
states by the Soviets and Moscow is
looking forward to renewing its deal
with Kiribati later this year. The
American name and presence are not
revered as they were in the days fol-
lowing World War II, and our assist-
ance to the region, low to begin with,
has decreased in recent years.

Taken by themselves, these are trou-
bling developments which require our
attention. But they pale in comparison
to what has been happening recently.
The proposed bond between Vanuatu
and Libya carries an urgency that
cannot be ignored.

Who can imagine the final purpose
Libya might be considering for Van-
uatu? It is no secret that the Soviet
Union, as Libya’s mentor, is involved
in these ‘diplomatic” proceedings.
Similarly, Libya has never been reti-
cent about doing the Soviets' bidding.
Mr. Speaker, we would deceive only
ourselves if we did not acknowledge
the strong possibility of a strategic al-
liance between Vanuatu, Libya, and
the Soviet Union. Such an alliance
would be very likely to include some
sort of military arrangement, perhaps
even a permanent naval base. Should
this occur, our naval and shipping
needs throughout the Pacific would be
severely jeopardized.

Mr. Speaker, we simply can no
longer take the Pacific for granted.
The people and the nations that
occupy one-sixth of the Earth's sur-
face deserve our respect and sincere
concern for their welfare. If these are
not forthcoming, Vanuatu and nations
like it will continue to turn to sources
that are eager to step in and exert
their power. I urge the Congress to
recognize the seriousness of this situa-
tion and take the necessary steps that
will prevent the South Pacific from
becoming just another piece in the
game of global chess.
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APPOINTMENT OF MEMBERS
FROM PRIVATE LIFE TO
BOARD OF TRUSTEES OF THE
AMERICAN FOLKLIFE CENTER
IN THE LIBRARY OF CON-
GRESS FOR TERM ENDING
MARCH 3, 1992

The SPEAKER. Pursuant to the
provisions of section 4(b) of Public
Law 94-201, the Chair appoints to the
Board of Trustees of the American
Folklife Center in the Library of Con-
gress for a term ending March 3, 1992,
the following members from private
life:

Mr. Russell W. Fridley, of St. Paul,
MN; and

Ms. Judith McCulloh, of Urbana, IL.

COMMON SENSE IS NOW THE
LAW

(Mr. GEKAS asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. GEKAS. Mr. Speaker, the U.S.
Supreme Court is coming home. After
a long stretch of years where the Su-
preme Court decisions seem to have
swung a pendulum toward the crimi-
nal and away from law enforcement,
shackling law enforcement, as it were,
it seems that day by day we see in-
creasing evidence that indeed the U.S.
Supreme Court is coming home with
respect to law enforcement.

Today it issued an opinion in which
it said that police authorities need not
have a search warrant to fly over and
try to detect fields of marijuana or
other controlled substances which
could be detected from the air.

This is, of course, logical and proper.
But after having seen what the Su-
preme Court has done over the years,
it is refreshing to see that what is
common sense is also now the law.

THE CONTADORA PROCESS

(Mr. LAGOMARSINO asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. LAGOMARSINO. Mr. Speaker,
much attention is given to the goal of
finding a negotiated agreement in
Central America through the Conta-
dora process. Such an agreement
would require the cooperation of the
Sandinista regime in Nicaragua and
the trust of its neighbors that the
Sandinista government would honor
its commitment.

Considering the Sandinistas’ track
record, it is hard to understand why
the Sandinistas deserve that trust.
They promised the OAS in July 1979
they would protect human rights,
have free elections, a pluralistic socie-
ty, and would be nonaligned. None of
those promises have been kept. Fur-
ther, in violation of international law
and the language of the Contadora
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drafts, the Sandinistas continue to
supply guerrilla groups in neighboring
countries with arms and ammunition.

In March, a series of actions by Hon-
duran military forces resulted in the
capture of several caches of Nicara-
guan arms destined for El Salvador.
The media failed to give attention to
the Sandinistas’ continuing role in
trying to subvert its neighbors. In one
case, an arms cache was discovered in
a “safe house” in Tegucigalpa with
thousands of rounds of rifle ammuni-
tion, Marxist-Leninist literature and
other documents showing links con-
necting Nicaraguan suppliers with Sal-
vadoran guerrillas. The continuing ef-
forts of the Sandinistas to subvert
their neighbors must be considered in
any negotiated agreement in the Con-
tadora process.

ANNOUNCEMENT BY THE
SPEAKER PRO TEMPORE

The SPEAKER pro tempore (Mr.
Hussarp). Pursuant to the provisions
of clause 5, rule I, the Chair an-
nounces that he will postpone further
proceedings today on each motion to
suspend the rules on which a recorded
vote or the yeas and nays are ordered,
or on which the vote is objected to
under clause 4 of rule XV.

Such rollecall votes, if postponed, will
be taken on Wednesday, May 21, 1986.

ADMINISTRATIVE CONFERENCE
AUTHORIZATIONS

Mr. GLICKMAN. Mr. Speaker, I
move to suspend the rules and pass
the bill (H.R. 4588) to authorize ap-
propriations for the Administrative
Conference of the United States, and
for other purposes, as amended.

The Clerk read as follows:

H.R. 4588

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SECTION 1. MEMBERSHIP OF ADMINISTRATIVE
CONFERENCE.

(a) Section 573 of title 5, United States
Code, is amended—

(1) in subsection (a) by striking “91" and
inserting “101"; and

(2) in subsection (b)(6) by striking ‘36"
and inserting “40".

SEC. 2. AUTHORIZATION OF APPROPRIATIONS,

(a) IN GeENERAL—Section 576 of title 5,
United States Code, is amended to read as
follows:

“§ 576. Authorization of appropriations

“There are authorized to be appropriated
to carry out the purposes of this subchapter
not more than $1,600,000 for fiscal year
1986, and not more than $2,000,000 for each
fiscal year thereafter up to and including
fiscal year 1990. Of any amounts appropri-
ated under this section, not more than
$1,000 may be made available in each fiscal
year for official reception and entertain-
ment expenses for foreign dignitaries.”.

(b) CLErRICAL AMENDMENT.—The item relat-
ing to section 576 in the table of sections for
chapter 5 of title 5, United States Code, is
amended to read as follows:
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*576. Authorization of Appropriations.”.

The SPEAKER pro tempore, Is a
second demanded?

Mr. COBLE. Mr. Speaker, I demand
a second.

The SPEAKER pro tempore. With-
out objection, a second will be consid-
ered as ordered.

There was no objection.

The SPEAKER pro tempore. The
gentleman from Kansas [Mr. GLICK-
MaN] will be recognized for 20 minutes
and the gentleman from North Caroli-
na [Mr. CosLE] will be recognized for
20 minutes.

The Chair recognizes the gentleman
from Kansas [Mr. GLICKMAN].

Mr. GLICKMAN. Mr. Speaker, I
yield myself such time as I may con-
sume.

Mr. Speaker, HR. 4588 would au-
thorize appropriations for the Admin-
istrative Conference of the United
States from 1986 through 1990. The
amounts authorized by this bill are for
no more than $1.6 million in fiscal
year 1986 and no more than $2 million
a year for fiscal year 1987 through
1990.

The Administrative Conference of
the United States was established in
1964. The purpose of the Conference
is to serve the public by working to
attain fairness and balance in the pro-
cedures followed by agencies. It also
assists the Congress by analyzing or
suggesting legislative changes in order
to assist in increasing the efficiency
and fairness of agency procedures.

The Conference works with agencies
on a continuing basis to improve and
simplify their regulatory, enforce-
ment, and adjudicatory functions. It
also renders technical assistance and
advice to other agencies charged with
the direct implementation of new leg-
islation, such as the Equal Access to
Justice Act and the Regulatory Flexi-
bility Act. In addition, the Conference
has statutory mandates, such as those
in the Sunshine Act and the Magnu-
son-Moss Act, to monitor agency im-
plementation of statutory programs.

The committee has examined the ac-
tivities of the Conference since its last
authorization in 1982, and has con-
cluded that reauthorization of the Ad-
ministrative Conference is fully justi-
fied because of the Conference’s sig-
nificant contributions to the improve-
ment of agency operations through its
numerous studies and recommenda-
tions. For example, between 1982 and
1984 alone, the Conference adopted 18
recommendations and 4 formal state-
ments which addressed a wide range of
procedural issues.

In addition, the Conference has car-
ried out a number of specific statutory
mandates during this time, including
the issuance of model regulations for
all agencies for the implementation of
the Equal Access to Justice Act. There
are also currently pending bills that
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would assign new statutory responsi-
bilities to the Conference. One exam-
ple of such legislation is the bill to re-
authorize the Superfund Program.

In the last year, the Conference has
also issued a “Guide to Federal
Agency Rulemaking,” which analyzes
and discusses the principles which
govern agency rulemaking, and the
“Federal Administrative Procedure
Sourcebook,” which collects the basic
statutes, regulations, and related ma-
terials on procedural requirements ap-
plicable to agencies generally, includ-
ing the Equal Access to Justice Act,
the Ethics in Government Act, the
Freedom of Information Act, and the
Contract Disputes Act. These docu-
ments provide basic source materials
for all Government agencies in carry-
ing out their statutory responsibilities.

Based on this record of achievement,
the committee has concluded that the
Administrative Conference of the
United States should be reauthorized
as provided in H.R. 4588, and recom-
mends that the House act favorably
on H.R. 4588.

The amended bill before the House
today is identical to the bill reported
by the Judiciary Committee except in
one respect. The amended version
places a cap on the amount that can
be appropriated for the Conference
for fiscal years 1987 through 1990, a
cap of $2 million for each year, while
the committee reported version placed
a cap on the authorization for fiscal
year 1986 only. This amendment,
which has been cleared with the mi-
nority, will give definite guidelines to
the Appropriations Committee as to
the maximum level of funding which
the Administrative Conference should
receive. While it implies no criticism of
the Administrative Conference, which
has performed and will continue to
perform, services of value to this Gov-
ernment, these caps nevertheless dem-
onstrate the need we currently face
for fiscal restraint.

The administration supports enact-
ment of H.R. 4588, and I urge its pas-
sage, as amended, by the House.

0 1215

Mr. COBLE. Mr. Speaker, 1 yield
myself such time as I may consume.

Mr. Speaker, I believe my colleague
and good friend from Kansas, Mr.
GLicKMAN, touched on this, but I
would like to note that this bill sets a
cap on the expenditures of this organi-
zation that is below the administra-
tion's budget request.

1 believe, Mr. Speaker, that the cap
is a realistic one; one with which the
conference can live. I support it.

Mr. GLICKMAN. Mr. Speaker, I
have no requests for time, and I yield
back the balance of my time.

Mr. COBLE. Mr. Speaker, I have no
requests for time, and I yield back the
balance of my time.
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The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Kansas [Mr.
Grickman] the House suspend the
rules and pass the bill, H.R. 4588, as
amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill,
as amended, was passed.

A motion to reconsider was laid on
the table.

GENERAL LEAVE

Mr. GLICKMAN. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on the
bill just passed.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from Kansas?

There was no objection.

SUSQUEHANNA RIVER BASIN
COMPACT

Mr. GLICKMAN. Mr. Speaker, I
move to suspend the rules and pass
the bill (H.R. 2971) granting the con-
sent of the Congress to the amend-
ments to the Susgquehanna River
Basin Compact.

The Clerk read as follows:

H.R. 2971

Be il enacted by the Senate and House of
Representatives of the Uniled States of
America in Congress assembled,

SECTION 1. AMENDMENTS TO SUSQUEHANNA
RIVER BASIN COMPACT.

(a) ConNsENT OF CONGRESS.—The consent of
the Congress is hereby given to the amend-
ments, described in subsection (b), to the
Susquehanna River Basin Compact, entered
into by the States of New York, Pennsylva-
nia, and Maryland and consented to by the
Congress in the Act of December 24, 1970
(84 Stat. 1509).

(b) DESCRIPTION OF AMENDMENTS.—The
amendments referred to in subsection (a)
have been ratified by the States deseribed in
such subsection and have the effect of—

(1) amending section 13.9 of Article 13 of
the Susquehanna River Basin Compact (84
Stat. 1528) to read as follows:

*“13.9 Interest. Bonds shall bear interest at
such rate as the commission shall deter-
mine, payable annually and semi-annually.";
and

(2) amending section 13.13 of such article
(84 Stat. 1528) to read as follows:

“13.13 Sale. The commission may fix
terms and conditions for the sale or other
disposition of any authorized issue of bonds
and may sell its bonds at less than their par
or face value. All bonds issued or sold for
cash pursuant to this compact shall be sold
on sealed proposals to the highest bidder.
Prior to such sale, the commission shall ad-
vertise for bids by publication of a notice of
sale not less than ten days prior to the date
of sale, at least once in a newspaper of gen-
eral circulation printed and published in
New York City carrying municipal bonds
notices and devoted primarily to finaneial
news. The commission may reject any and
all bids submitted and may thereafter sell
the bonds so advertised for sale at private
sale to any financially responsible bidder
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under such terms and conditions as it deems
most advantageous to the public interest,
but the bonds shall not be sold at a net in-
terest cost calculated upon the entire issue
so advertised, greater than the lowest bid
which was rejected. In the event the com-
mission desires to issue its bonds in ex-
change for an existing facility or portion
thereof, or in exchange for bonds secured
by the revenues of an existing facility, it
may exchange such bonds for the existing
facility or portion thereof or for the bonds
so secured, plus an additional amount of
cash, without advertising such bonds for
sale."”.

The SPEAKER pro tempore. Pursu-
ant to the rule, a second is not re-
quired on this motion.

The gentleman from Kansas [Mr.
Grickman] will be recognized for 20
minutes and the gentleman from
North Carolina [Mr. CosrLE] will be
recognized for 20 minutes,

The Chair recognizes the gentleman
from Kansas [Mr. GLICKMAN].

Mr. GLICKMAN. Mr. Speaker, I
yield myself such time as I may con-
sume.

Mr. Speaker, the bill, HR. 2971,
would grant the consent of Congress
to amendments to the Susquehanna
River Basin Compact which would
remove the current 6 percent limit on
bond interest and permit the Susque-
hanna River Basin Commission to fix
the interest rate of bonds issued under
the compact. The amendments would
delete a provision that presently bars
sales below par or face value when the
effect of the sale would result in an in-
terest cost to the Commission of more
than 6 percent.

The Susquehanna River Basin Com-
pact was consented to in 1970 with the
enactment of Public Law 91-574. The
original provisions of the compact in-
cluded the provisions which would be
amended by the amendments em-
bodied in this bill. These amendments
have been approved by the signatory
States of New York, Pennsylvania and
Maryland in laws enacted by the legis-
latures. Section 13.9 stated that all
bonds issued by the Commission were
to bear interest at not to exceed 6 per-
cent per year payable annually or
semiannually. Section 13.13 concern-
ing sale of bonds, while authorizing
the Commission to sell bonds at less
than their par or face value contained
the limitation that no issue of bonds
could be sold at an aggregate price
below the par or face value thereof if
the net interest cost of the issue to the
Commission would result in an inter-
est rate of more than 6 percent per
year. As has been stated, the amend-
ments would be to allow the Commis-
sion to fix the rate applicable to its
bonds, and similarly delete the parallel
provision that limited the sales at par
or face value to an interest rate yield-
ing an interest cost to a rate at no
more than 6 percent.

The Commission was given the re-
sponsibility of developing and imple-
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menting a comprehensive plan for the
river basin. The plans as developed
covers six major areas of water re-
sources concern including: First, flood
plain management and protection;
second, water supply, third, water
quality; fourth, watershed manage-
ment; fifth, recreation, fish and wild-
life; and sixth, cultural, visual, and
aesthetic values. As required by the
compact, the plan also considers the
Chesapeake Bay, which receives about
50 percent of its freshwater from the
Susquehanna. Under the guidance of
the comprehensive plan, the Commis-
sion carries out programs, promulgates
regulations, coordinates signatory ac-
tivities, reviews water resources
projects and, as necessary, initiates
water resources projects of its own.

The Commission has advised the
committee that the interest limit of 6
percent severely restricts its ability to
obtain funds in the present day credit
market. Unless such money is avail-
able at 6 percent or less, the Commis-
sion cannot obtain the necessary funds
for its projects.

The committee has been advised
that the Commission expects to exe-
cute contracts with the Corps of Engi-
neers and the user groups sometime in
early 1986 following the completion of
certain special studies on the project
and a public hearing. The Commission
has stated that congressional approval
of the Compact amendments will mini-
mize the problems related to under-
taking this project.

In its report to the committee on the
bill, the Department of the Army
stated it has no objection to its enact-
ment. It is recommended by the Com-
mittee on the Judiciary that the bill
be considered favorably.

Mr. COBLE. Mr. Speaker, I yield
such time as he may consume to the
gentleman from Pennsylvania [Mr.
GEegas], the sponsor of this legislation,
who is responsible for its being before
us today.

Mr. GEKAS. I thank the gentleman
for yielding to me.

Mr. Speaker, I am very grateful to
the gentleman from Kansas for taking
to heart my imploring him to consider
this legislation and to finally bring it
to the floor of the House.

The Susquehanna River flows ma-
jestically from New York State,
through Pennsylvania, through Mary-
land, thus touching upon the lives of
thousands of our fellow Americans in
those three important States of the
Union. Then it flows into the Chesa-
peake Bay.

These are important facts to consid-
er when you look over the geography
of the Nation and to recollect that the
President of the United States, in one
of his State of the Union messages,
paid extra attention to the Chesa-
peake Bay and initiated a new pro-
gram to clean up the Chesapeake Bay,
which, in conjunction with what goes
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on northward of the Chesapeake Bay
in the Susquehanna River, makes this
kind of legislation all the more impor-
tant.

The flood projects that might yet
come on to the blueprints for the Sus-
quehanna River are as a result of a
whole host of historical factors, in-
cluding the severe Agnes storm of 1972
and the one that followed in 1975, plus
the historical presence, as I say, of the
Susquehanna river in this particular
region.

I am very pleased that the artificial
limitation of 6 percent for bond issues
will be lifted as a result of this legisla-
tion, allowing the Susquehanna River
Basin Commission to apply its discre-
tion with the bond market and within
the financial situation that might per-
tain at a particular time to effectuate
a long-desired or planned flood
project.

The gentleman from Kansas alluded
to it; this is a compact among four en-
tities: the State of New York, the
State of Pennsylvania, the State of
Maryland, and the U.S. Government.
So it shows that it has a regional and
national importance. To artificially
limit it at 6 percent means that many
flood projects would have to be fore-
gone or not even begun because of the
nature of the financial market.
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The way that interest rates are fall-
ing these days—and we hope that they
continue—this may turn out to be
moot, this 6 percent, but I doubt it,
and especially do I doubt it in the near
future.

So I repeat my gratitude to the gen-
tleman from Kansas, to the ranking
member of the subcommittee, and to
the gentleman from North Carolina
[Mr. CoBLE] on the Republican side of
the committee.

Mr. COBLE. Mr. Speaker, I have no
additional requests for time, and I
yield back the balance of my time.

Mr. GLICKEMAN. Mr. Speaker, I
have no further requests for time, and
I yield back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Kansas [Mr.
Grickman] that the House suspend
the rules and pass the bill, HR. 2971.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.

GENERAL LEAVE

Mr. GLICKMAN. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on the bill just passed.
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The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from Kansas?

There was no objection.

FEDERATED WOMEN'S CLUBS
CHARTER

Mr. GLICKMAN. Mr. Speaker, I
move to suspend the rules and pass
the bill (H.R. 4434) to amend the act
entitled “An Act granting a charter to
the General Federation of Women's
Clubs.”

The Clerk read as follows:

H.R. 4434

Be it enacted by the Senate and House of
Reprcsentatives of the United States of
America in Congress assembled, That the
first section of the Act entitled “An Aect
granting a charter to the General Federa-
tion of Women's Clubs'', approved March 3,
1901, is amended by (1) inserting “(a)"” after
“That", (2) striking the comma after “suc-
cession” and all that follows through “pleas-
ure”, (3) and adding the following new sub-
sections at the end thereof:

*(b) The General Federation of Women's
Clubs shall be organized and operated ex-
clusively for charitable and educational pur-
poses within the meaning of section
501(c)(3) of the Internal Revenue Code of
1954 and shall otherwise comply with any
requirements for classification as an exempt
organization under such section. Said chari-
table purposes shall be achieved through
volunteer efforts on the part of the mem-
bership of the General Federation of
Women's Clubs, specifically including arts
programs, conservation programs, educa-
tional programs, homelife programs, inter-
national affairs, public affairs programs ad-
vancing information regarding public af-
fairs, and community improvement pro-
grams.

“(e) In the event of the dissolution of the
General Federation of Women’'s Clubs, its
board of directors shall liquidate and dis-
tribute its assets to organizations qualified
as exempt organizations under section
501(c)3) of the Internal Revenue Code of
1954 with purposes similar to those of the
General Federation of Women’s Club.”.

The SPEAKER pro tempore. Pursu-
ant to the rule, a second is not re-
quired on this motion.

The gentleman from Kansas [Mr.
GrickmanN] will be recognized for 20
minutes and the gentleman from
North Carolina [Mr. CoBrLE] will be
recognized for 20 minutes.

The Chair recognizes the gentleman
from Kansas [Mr. GLICKMAN].

Mr. GLICKMAN. Mr. Speaker, I
yield myself such time as I may con-
sume.

Mr. Speaker, this bill would restate
the purposes of the General Federa-
tion of Women'’s Clubs by deleting the
present language stating the purpose
of the organization, and adding a new
subsection to the first section of the
charter. The new language states that
the federation is organized and operat-
ed for charitable and educational pur-
poses within the meaning of section
501(cX3) of the Internal Revenue
Code of 1954 and that it is to comply
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with the requirements of that section.
A new subsection (c¢) provides that in
the event of dissolution, all assets are
to be distributed to 501(c)(3) organiza-
tions with similar purposes.

The General Federation of Women's
Clubs was chartered on March 3, 1901.
The purposes were that it was incorpo-
rated “‘for educational, industrial, phil-
anthrovie, literary, artistic and scien-
tific culture, and to bring into commu-
nication with one another the various
women's clubs throughout the world.”
It has performed outstanding services
for hundreds of thousands of Ameri-
cans.

The general federation was recog-
nized as an example nonprofit organi-
zation in 1984 under section 501(c)(3).
However, because of the broad termi-
nology of its original statement of pur-
poses, it was recommended by their
legal counsel that the purposes of the
organization be restated to make clear
that its purposes were charitable and
educational. This is what the bill does.

In addition, the Ilanguage states
these purposes are to be achieved
through volunteer efforts of its mem-
bership in arts programs, conservation
programs, educational programs,
homelife programs, international af-
fairs, public affairs programs, and
community improvement programs.

In the event of dissolution, a new
subsection (c) provides that the assets
of the General Federation of Women's
Clubs are to be distributed to organi-
zations qualified as exempt organiza-
tions under 501(c)(3) with purposes
similar to the general federation.

It is recommended that the bill be
considered favorably.

Mr. COBLE. Mr. Speaker, I have no
requests for time, and I yield back the
balance of my time.

Mr. GLICKMAN. Mr. Speaker, I
have no further requests for time, and
I yield back the balance of my time.

GENERAL LEAVE

Mr. GLICKMAN. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on the bill now under consider-
ation.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from Kansas?

There was no objection.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Kansas [Mr.
GLickMAN] that the House suspend
the rules and pass the bill, H.R. 4434.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.
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U.S. MINT AUTHORIZATION

Mr. ANNUNZIO. Mr. Speaker, I
move to suspend the rules and pass
the bill (H.R. 4529) to authorize ap-
propriations for the U.S. Mint for
fiscal years 1987 and 1988, as amended.

The Clerk read as follows:

H.R. 4529

Be it enacted by the Senate and House of
Representalives of the Uniled Stales of
America in Congress assembled,

SECTION 1. AUTHORIZATION OF APPROPRIATIONS.

(a) ANNUAL OPERATING CosTs.—Paragraph
(2) section 5132(a) of title 31, United States
Code, is amended to read as follows:

*(2) Not more than $43,521,000 may be ap-
propriated to the Secretary for the fiscal
year ending on September 30, 1987, to pay
costs of the mints and assay office.".

(b) EXPANSION AND IMPROVEMENT OF MINT
FaciLiTies.—Not more than $694,000 may be
appropriated to the Secretary of the Treas-
ury for expansion and improvement of mint
facilities. Amounts appropriated pursuant
to this subsection shall remain available
until expended.

SEC. 2. PROFITS FOR SALE OF NUMISMATIC ITEMS
AVAILABLE ONLY FOR PUBLIC DEBT
REDUCTION.

(a) In GENERAL—Subsection (b) of section
5111 of title 31, United States Code, is
amended by striking out the last 2 sentences
and inserting in lieu thereoi the following
new sentences: “The Secretary shall charge
the coinage profit fund with waste incurred
in minting coins, costs incurred in distribut-
ing coins, and costs incurred in connection
with the preparation and sale of numismatic
items, including the value of gold certifi-
cates (not exceeding forty-two and two-
ninths dollars a fine troy ounce) retired
from the use of gold contained in any nu-
mismatic item. The Secretary shall credit
amounts received from the sale of numis-
matic items to the coinage profit fund.
Excess amounts in the coinage profit fund
shall be deposited by the Secretary in the
general fund of the Treasury and shall be
used for the sole purpose of reducing the
national debt.”.

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Paragraph (1) of section 5132(a) of
title 31, United States Code, is amended by
striking out the second sentence.

(2) Subsection (g) of section 5112 of title
31, United States Code, is amended by strik-
ing out “of section 5132(a)1)".

(3) Paragraph (3) of section 5112(i) of title
31, United States Code, is amended by strik-
ing out “of section 5132(a)(1)".

(4) Subsection (f) of section 2 of the Gold
Bullion Coin Act of 1985 is hereby repealed.

(5) Subsection (f) of section 5112 of title
31, United States Code, is amended by strik-
ing out “dyes” and inserting in lieu thereof
“dies".

SEC. 3. REDESIGNATION OF ASSAY OFFICE AS
MINT.

(a) REDESIGNATION.—Section 5131(a)(4) of
title 31, United States Code, is amended by
striking out “assay office” and inserting in
lieu thereof “mint"”.

(b) TeEcHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Section 5131(b) of title 31, United
States Code, is amended by striking out
“assay offices” each place such term ap-
pears and inserting in lieu thereof “assay
office™.
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(2) Section 5132(b) of such title is amend-
ed by striking out “‘assay offices” and insert-
ing in lieu thereof “assay office”.

(3) Section 5133(a}1) of such title is
amended by striking out “and the officer in
charge of the assay office at San Francisco”
and by striking out “or officer”.

(4) Section 5133(aX2) of such title is
amended by striking out "and the officer”
and by striking out “or officer"

(5) Section 5133(a)X3) of such title is
amended by striking out “‘and the officer".

(6) Section 5133(b) of such title is amend-
ed to read as follows:

“(b) SETTLEMENT OF ACCOUNTS.—

“(1) INn GENERAL.—AL least once each year,
the Secretary of the Treasury shall settle
the accounts of the superintendents of the
mints and the assay office.

“(2) PROCEDURE.—AL any settlement under
this subsection, the superintendent shall—

*“(A) return to the Secretary any coin,
clipping, or other bullion in the possession
of the superintendent; and

“(B) present the Secretary with a state-
ment of bullion received and returned since
the last settlement (including any bullion
returned for settlement).

“(3) Avupir.—The Secretary shall—

“(A) audit the accounts of each superin-
tendent; and

“(B) allow each superintendent the waste
of precious metals that the Secretary deter-
mines is necessary—

“(i) for refining and minting (within the
limitations which the Secretary shall pre-
scribe); and

“(ii) for casting fine gold and silver bars
(within the limit prescribed for refining)
except that any waste allowance under this
clause may not apply to deposit oper-
ations.”.

(7) Subsections (c¢) and (d) of section 5133
of such title are each amended by striking
out ‘“assay offices” and inserting in lieu
thereof “‘assay office".

The SPEAKER pro tempore. Is a
second demanded?

Mr. ROTH. Mr. Speaker, I demand a
second.

The SPEAKER pro tempore. With-
out objection, a second will be consid-
ered as ordered.

There was no objection.

The SPEAKER pro tempore. The
gentleman from Illinois [Mr. ANNUN-
z10] will be recognized for 20 minutes
and the gentleman from Wisconsin
[Mr. RorH] will be recognized for 20
minutes.

The Chair recognizes the gentleman
from Illinois [Mr. ANNUNZIO].

Mr. ANNUNZIO. Mr. Speaker, I
yield myself such time as I may con-
sume.

Mr. Speaker, although the legisla-
tion before the House today is the U.S.
Mint authorization bill, it might well
be called the ‘“‘double whammy.” This
legislation not only has a single
whammy of saving taxpayers $4.2 mil-
lion next year, but has a second
whammy that will reduce the national
debt by at least $20 million each year.

I know this sounds too good to be
true, but that is exactly what the leg-
islation will accomplish.

H.R. 4529 would authorize an appro-
priation of $43,521,000 for the U.S.
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Mint for fiscal year 1987. This is the
amount that the mint has requested in
its testimony on the bill before the
Consumer Affairs and Coinage Sub-
committee. It is $4.2 million less than
the mint had requested in testimony
before the Appropriations Committee,
and it is $3 million less than last year’s
authorization.

The legislation also authorizes the
appropriation of $694,000 so that the
mint may acquire materials-handling
equipment to complete improvements
at the Denver Mint.

The mint requested less money for
next year because it has excessive coin
reserves and will not have to produce
as many coins in the next fiscal year.

This 1-year aurhorization is consist-
ent with the policy the Congress has
followed since 1981, when the mint’s
authorization was changed from a per-
manent, to a 1l-year, authorization.
This has enabled Congress to maintain
effective oversight on the operations
of the mint. This has been beneficial
to both the Congress and the mint,
and it is a policy wisely continued in
H.R. 4529.

The second section of the bill, as
amended, transfers the reimbursable
programs of the U.S. Mint from the
appropriated salaries and expenses ac-
count to the coinage profit fund. The
reimbursable programs are completely
self-sustaining, and have no impact on
the amount of the mint's appropria-
tion. In fact, the programs return a
profit to the Treasury. Transferring
the programs to the coinage profit
fund, coupled with the language that
requires the profits from the coinage
profit fund be used only to reduce the
national debt, removes any temptation
to find a reason to spend the money. It
assures that these revenues are used
to meet the No. 1 problem facing us,
namely, the Federal deficit.

Based on this year's reimbursable
coin program and the projections for
next year, at least $20 million per year
can be used to retire the national debt.
It may well be that the reduction will
be even greater in years where special
coin programs, such as the Statue of
Liberty coin sales effort, are in oper-
ation.

The transfer is also consistent with
the treatment that Congress has given
to specially authorized commemora-
tive coin programs. The accounting for
those programs has been through the
coinage profit fund. This amendment
would account for the annual numis-
matic coin programs of the mint in a
consistent manner.

The third section of the bill redesig-
nates the San Francisco Assay Office
as a U.S. Mint. Since a full range of
coins are struck at San Francisco, the
facility should have the same standing
as the Denver and Philadelphia Mints.

The U.S. Mint has been a profitable
and generally well-run operation. Its
management has been receptive to
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suggestions from your Coinage Sub-
committee, the Members of Congress,
and the general public. The mint has
not been afraid to be innovative. In its
testimony, the mint freely and frankly
admitted that its earlier coin predic-
tions were too high and requested a
lower authorization than it had re-
quested earlier this year. This shows
flexibility for which it is to be com-
mended, and I urge the passage of
H.R. 4529.

Mr. ROTH. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I rise in strong support
of H.R. 4529, the U.S. Mint authoriza-
tion for 1987.

I want especially to commend the
chairman of the Consumer Affairs and
Coinage Subcommittee, Mr. ANNUNZIO,
and the ranking member of the sub-
committee, Mr. HIiLER, for their work
in putting this package together.

The chairman, Mr. ANNUZIO, i5 one
of the most diligent Members of this
House. Where currency and coinage
issues are concerned, he is truly a most
effective watchdog of the Treasury.

Of the gentleman from Indiana, I
would say that the American taxpayer
has no greater friend than JoHN
Hirer. A word also to the staff which
is so diligent and bright.

A word of commendation is also in
order for the Director of the Mint,
Donna Pope, who worked with the
subcommittee to develop a responsible
budget for the mint which represents
the best interests of the taxpayer.

It is important to note that this leg-
islation provides for a reduction in the
fiscal 1987 mint authorization of 9 per-
cent below the original request. Here
we have a case of an agency which has
realistically assessed its needs. I am
also pleased that our Subcommittee on
Consumer Affairs and Coinage has not
needed prodding to make cuts in a pro-
gram it oversees. I hope this can serve
as an example for other executive
branch agencies and committees of
Congress.

The original request made by the
mint for 1987 programs was $47.808
million for salaries and expenses. The
request contained in H.R. 4529, which
is precisely the same as the mint's
latest request, is for $43.521 million, a
reduction of about $4.3 million in
budget authority and a reduction in
mint personnel.

The legislation before us provides,
first, for a reduction in expenditures
for the coinage production program.

There has been a sharp decline in
the demand for coinage. Today, coin-
age reserves range from more than 8
months for pennies to more than 2
years for half-dollars. Both the com-
mittee and the mint agree that coin
production can be reduced with no ad-
verse impact on supplies, at a signifi-
cant savings of tax dollars.

In addition, this legislation protects
the highly profitable numismatic oper-
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ations of the mint from potential cuts
under the Balanced Budget and Emer-
gency Deficit Control Act. It achieves
this goal by removing numismatic pro-
grams from the appropriated account
and places them in the coinage profit
fund. Congress exempted the coinage
profit fund from automatic Gramm-
Rudman cuts. This only makes sense,
since numismatic operations have con-
sistently earned profits for the Treas-
ury. Subjecting them to Gramm-
Rudman would have an effect which is
just the reverse of what we intended
under that act.

Profits earned under numismatic op-
erations, expected by the mint to be
$20 millon in 1987, will be used to
reduce the national debt. This is one
piece of legislation that is certainly
going in the right direction. Let’s hope
it’s a model to others.

Mr. Speaker, the U.S. Mint has as its
primary purpose the striking of coins
for domestic use. We are, I believe,
making progress in ensuring that our
coinage manufacturing operations are
being conducted in a cost-effective
manner, using the most modern facili-
ties and equipment we can.

We have the largest mint in the
world, producing upward of 15 billion
coins a year. Until recently, we had a
relatively small investment in modern-
ization, but I am convinced that our
record is improving.

This legislation will allow for a
modest increase in research and devel-
opment funding, which will allow fur-
ther improvements in production oper-
ations at the mint. It also will allow
for the replacement of wornout or ob-
solete equipment. Finally, it provides
$694,000 requested by the mint for ex-
pansion and improvements at the
Denver Mint.

A second, key function of the mint is
the highly visible numismatic and
modal program. These programs bene-
fit the U.S. Treasury and are a source
of pride for U.S. citizens who are col-
lectors or investors.

The mint has showed its ability to
market successfully a wide range of
numismatic items, such as the Statue
of Liberty-Ellis Island commemorative
coin and the Olympic coin. A test of
the mint's marketing skills will be the
new gold and silver coin program. I am
pleased that the mint is virtually
meeting the scheduled release targets
for these coins which was established
in the legislation approved last year.
Both the gold and silver coins should
be on the market by the beginning of
October.

I believe much of the credit for the
success of these programs lies with the
excellent leadership at the mint. But
it also lies with the chairman of our
Consumer Affairs and Coinage Sub-
committee, the gentleman from Illi-
nois, Mr. AnNunzio. He keeps every-
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one vigilant and has a deep concern
for how tax money is spent.

This is good legislation. I urge my
colleagues to support it.
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Mr, ANNUNZIO, Mr. Speaker, I
want to commend the gentleman from
Wisconsin [Mr. RorH], one of the
ablest members of the Consumer Af-
fairs and Coinage Committee. I want
to thank him for all the kind remarks
that he has made on my behalf, but I
also would like to point out to the
Members of the House that the credit
for the outstanding job being done in
the Coinage and Currency Committee
is a reflection on all the members who
attend the meetings, who are conscien-
tious and devoted to the cause of duty
in our committee. I want to thank the
gentleman from Wisconsin [Mr. RoTH]
for his excellent cooperation.

Mr. ROTH. Mr. Speaker, I thank the
gentleman.

Mr. HILER. Mr. Speaker, | join Chairman
ANNUNZIO in his support of H.R. 4529, the
U.S. Mint budget authorization for fiscal year
1987. This bill, as amended in the Consumer
Affairs and Coinage Subcommittee, is good
legislation and deserves the fullest support of
this body.

Perhaps the most commendable feature of
this measure is its authorization of $43.521
million for salaries and expenses of the U.S.
Mint during fiscal year 1987. This figure is
about $4 million less than the administration's
original fiscal year 1987 budget request of
$47.8 million for the U.S. Mint. Moreover, the
fiscal year 1987 authorization that we are con-
sidering today is $3 million less than the fiscal
year 1986 appropriation for the Mint.

Mr. Speaker, what is remarkable about this
reduced authorization is that it was requested
by the U.S. Mint itself. When Hon. Donna
Pope, Director of the Mint, appeared before
the Consumer Affairs and Coinage Subcom-
mittee last week, she informed its members
that as a result of a severe decline in coin
demand and the accumulation of excessively
large inventories of coins, the mint decided to
lower its budget request for fiscal year 1987.
Rarely does the head of a Federal agency
come before the Congress with a budget re-
quest that has been revised downward. The
Mint and the U.S. Treasury should be com-
mended for their reasonable approach to
budgeting, as well as for their contribution to
efforts to reduce the Federal budget deficit.

H.R. 4529, as amended, also contains sev-
eral other meritorious provisions. One of the
most significant of these removes the Mint's
reimbursable programs from the appropriated
accounts and places them in the coinage
profit fund. This measure will protect the
Agency’'s numismatic programs from Gramm-
Rudman budget cuts, since Gramm-Rudman
specifically exempts the coinage profit fund
from its ax.

Mr. Speaker, some might question the
merits of this protective measure. However,
the Mint's numismatic programs continue to
be a profit center for the U.S. Government. In
fiscal year 1987, the Mint expects to contrib-
ute to the U.S. Treasury a profit of $20 million
from the sale of numismatic items. The sub-
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jection of these profitable programs to
Gramm-Rudman budget cuts could actually
have a perverse effect on budget reduction ef-
forts. Certainly every effort should be made to
avoid this counterproductive scenario.

Mr. Speaker, HR. 4529 is commendable
legislation, and | hope that my colleagues will
give it their full support.

Mr. ROTH. Mr. Speaker, I have no
further requests for time.

Mr. ANNUNZIO. Mr. Speaker, 1
have no further requests for time, and
I yield back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Illinois [Mr. AN-
NunzIio]l that the House suspend the
rules and pass the bill, HR. 4529, as
amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill,
as amended, was passed.

The title of the bill was amended so
as to read: ““A bill to authorize appro-
priations for the United States Mint
for fiscal year 1987, and for other pur-
poses."”

A motion to reconsider was laid on
the table.

GENERAL LEAVE

Mr. ROTH. Mr. Speaker, 1 ask unan-
imous consent that all Members may
have 5 legislative days in which to
revise and extend their remarks on
H.R. 4529, the bill just passed.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from Wisconsin?

There was no objection.

THE WORLD ECONOMY AND ITS
EFFECT ON U.S. MILITARY
SPENDING AND TRADE

The SPEAKER pro tempore. Under
a previous order of the House, the gen-
tleman from Ohio [Mr. REGULA] is rec-
ognized for 60 minutes.

Mr. REGULA. Mr. Speaker, I rise
today to address the House on the
world economy and its effect on U.S.
military spending and trade.

“Global geopolitics is being reshaped
in a way that defines security more in
economic than in traditional military
terms.” So writes Les Brown in his
1986 “State of the World"” publication.
We would do well to heed his warnings
on the changing world economic cli-
mate and what those changes require
for America's survival as a global eco-
nomic power.

For 40 years, the United States and
the Soviet Union have been engaged in
an arms race that is impacting heavily
on both of our economies. While the
United States devoted some 7 percent
of its GNP to defense in 1985, the
Soviet Union, trying to maintain a
competitive military establishment
with a much smaller economy, allocat-
ed 14 percent.
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Preoccupied with each other, the su-
perpowers have failed to recognize
that national security includes eco-
nomic security as well as being defined
in purely military terms.

One country that has recognized
this emergence is Japan. Following
World War II, Japan was both shel-
tered under the U.S. defense umbrella
and barred from the arms race by stip-
ulations preventing Japan from amass-
ing a huge offensive force. Thus freed
from a military burden, Japan has
been forging ahead industrially and
rapidly capturing a key position
among the world economic powers.

Per capita income in Japan sur-
passed that in the Soviet Union in the
midsixties and will shortly surpass
that of the United States. In trade,
Japan’'s exports are nearly double
those of the Soviet Union. And, if
recent trends continue, before 1990,
Japan will supplant the United States
as the world’s leading trading power.

The message is clear. Unless the
United States makes changes now, we
will lose our economic footing and fall
to a global position from which recov-
ery may well be impossible. Under the
new definitions of strength, our arms
race becomes less meaningful. In this
new age, world political influence de-
rives more from the economic strength
of a highly productive, internationally
competitive economy than from nucle-
ar arsenals.

On the other hand, history and the
military reality of global struggles
force us to maintain a certain level of
military strength and preparedness for
worldwide contingencies. The difficul-
ty is striking the balance and remain-
ing strong militarily without losing
our position as a global economic
power.

In the past, I have addressed this
body to stress putting pressure on our
allies to assume more of the Free
World defense burden. My words,
though echoed throughout the admin-
istration, have done little to spark real
change in allied defense spending.

I have even proposed legislation that
would place tariffs on allied imports in
levels designed to recover the costs we
incur in protecting them. Once again,
this idea has been met with indiffer-
ence and even opposition from the ad-
ministration.

I now submit that the changing
world power struggle necessitates
taking a different approach.

The doubling of the U.S. national
debt, from $914 billion in 1980 to
$1,841 billion in 1985, is due more to
the growth in military expenditures
than to any other single factor. Be-
tween 1980 and 1985, U.S. military ex-
penditures climbed from $134 billion
to $244 billion. This increase of rough-
ly $100 billion dwarfs growth in all
other major economic sectors.
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While the deficit was more than
doubling between 1980 and 1985, inter-
est payments on the total debt, reflect-
ing higher real interest rates, were
climbing even more, reaching an esti-
mated $143 billion in 1986.

The growing Federal deficit is mort-
gaging the U.S. economic future and,
consequently, the Nation's position in
the world economy. Among other
things, it is leading to record-high real
interest rates and an overvalued dollar
that make U.S. exports more costly, in
turn weakening the country’'s competi-
tive position.

Industry in the United States has
been doubly handicapped by these
soaring military expenditures. Averag-
ing over $200 billion per year since
1981, U.S. military expenditures have
totaled $1,000 billion during the first
half of the eighties, siphoning capital
away from investment in industrial
plant and equipment and leaving the
Nation with outdated, inefficient in-
dustrial facilities in many sectors.

Even when American corporations
have capital to invest, they are reluc-
tant to commit it at home, given their
inability to compete in either overseas
or domestic markets. One result is de-
clining output in basic industries, such
as steel, automobiles, and machine

tools. Between 1981 and 1984, a period
of moderate economic expansion in
the United States and worldwide, 2
million Americans lost jobs in these
basic industries.

The deindustrialization of America
now in progress is evident from recent

U.S. labor statistics, which show that
every month 20,000 to 30,000 manufac-
turing industry workers lose their
jobs. This is an alarming figure. Trans-
lated into Japanese terms, it is equiva-
lent to the collapse of a major corpo-
ration every month. Admittedly, there
is growth in jobs in the service sector,
but, meanwhile, the way things are
going, some now suggest that the
share of workers in secondary indus-
try, that is, the manufacturing sector,
will soon drop below 20 percent.

Secondary industry has been the
mainstay of the U.S. economy. The
service sector is less productive and
pays wages that are only about 70 per-
cent of those in manufacturing.

Meanwhile, the U.S. trade deficit
has climbed from $36 billion in 1980 to
a staggering $150 billion in 1985. The
$70 billion trade deficit of 1983 has
more than doubled in just 2 years.
This ballooning U.S. trade deficit and
the associated borrowing abroad to fi-
nance the Federal debt have cost this
country its position as the world’s
leading international investor. Almost
overnight, the United States has
become a debtor nation.

Much of our trade problem lies with
Japan. The combination of negligible
defense expenditures and high domes-
tic savings have enabled the Japanese
to invest heavily in modernizing plants
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and equipment. This, in turn, en-
hances Japan's competitive position,
enabling it to achieve a large foreign
trade surplus, even though it imports
virtually all its oil and most of its raw
materials.

Very obviously, Japan is challenging
U.S. dominance of world trade. In
1950, exports from the United States
exceeded those from Japan by more
than 10 to 1. Over the years, this gap
slowly narrowed, until by 1970, it was
little more than 2 to 1. As recently as
1980, it was still near this level, but
the U.S. advantage is disappearing
during the eighties. By 1985, U.S. ex-
ports were only 20 percent greater
than those of Japan.

The U.S. economy is still twice as
large as Japan's, and we have a vastly
superior indigenous resource base of
land, energy fuels, minerals, and forest
products. Nonetheless, the United
States is in the process of losing its
role of world leadership. A country
that is a net debtor, borrowing heavily
from the rest of the world, will find its
economic and political leadership di-
minished.

What, then, can we do? The key lies
in reducing our debt and deficit. This
is certainly not a surprising answer, as
over half of the debate in this Cham-
ber revolves around the problem of
the deficit. But we need to tackle the
deficit in a new way—one that address-
es the allied military imbalance and
our reduced position in the world
trade economy.

Since our Federal deficit stems to a
great extent from the increases in our
military spending, it is time to exam-
ine our military commitments around
the globe and determine where we can
reduce expenditures.

In 1983 figures, the United States
was shouldering nearly 70 percent of
the Free World defense burden. Japan
assumed only 3.8 percent of defending
Free World interests, while non-U.S.
NATO countries and France provided
less than 20 percent. While some
changes have occurred in allied
burden-sharing in recent years, the
bottom line is that we are still paying
the lion’s share for our allies’ protec-
tion worldwide.

This made sense after World War II
when the United States was the only
allied country not decimated by the
war effort. Japanese and European
economies were in tatters, and their
limited capital was necessarily spent to
feed and shelter their populations and
repair the many devastations of the
war.

Those days are over. Japan and
Europe now threaten America's eco-
nomic survival through unfair trade
practices and a failure to assume their
share of the defense burden. Their
GNP's are on par with our own and
their economies are comparable. It is
no longer appropriate or necessary for
the United States to play the rich
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uncle among our allies. On the con-
trary, the uncle is facing hard times
and it is time for the younger mem-
bers of the family to grow up and
assume their rightful places in the
Free World’s responsibilities.

We have a tremendous military com-
mitment abroad. Our overseas forces
number 520,000, with 64,850 afloat.
These figures do not reflect the many
military dependents who live abroad
with our servicemen and women. In
Europe alone, we maintain 353,100
military personnel, with 27,250 afloat
in the European Theater.

The costs of these soldiers and sail-
ors in Europe are difficult to deter-
mine, as each cost estimate necessarily
takes into account different percep-
tions of the cost factors involved. It is
estimated that the total costs of Euro-
pean-deployed U.S. forces is $55 bil-
lion,

Other estimates put this figure
much higher. For example, the cost of
U.S. forces formally committed to
NATO as listed in the NATO Defense
Planning Questionnaire is $133 billion.
Still other estimates consider this
figure too low.

The fact is that we are spending a
tremendous amount of money to
defend Europe. While U.S. interests
certainly run high in maintaining
peace and security in Europe, one has
to wonder why our concern for Euro-
pean security seems to be far stronger
than that of the Europeans them-
selves.

I fear that Europeans take us for
granted, They are anxious to have us
defend them, yet we are not to expect
their public support for such defense.
In fact, as the Libyan bombing inci-
dent grossly pointed out, we are not
even to expect their support when we
are faced with serious security threats
on their own soil.

It is time to address the realities of
the new age. Perhaps it is time for
Europe to play a much larger role in
its defense.

Japan is in the same position. We
have committed 143,800 troops in the
Pacific and Far East, with 33,600
afloat in the theater. Our actual costs
in defending Japanese interests are
similarly difficult to gauge, but they
run in the billions. And the Japanese
have steadfastly resisted all efforts to
assume more of the Pacific defense
costs, all the while vastly enjoying the
protected shipping lanes that bring
them oil and safely carry their cars,
televisions, and steel to America and
throughout the world.

In fact, we have so spoiled our allies
that many are now demanding in-
creased trade with the United States
in exchange for the “privilege” of op-
erating U.S. bases on their soil. It is
obvious that they have lost all sight of
the true nature of America’'s military
presence around the world.
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This was glaringly pointed out in an
April 2, 1986, Washington Post article
about allied countries linking trade
and security concerns. Secretary of
State George Shultz was meeting with
Turkish Prime Minister Turgut Ozal
over the renewal of an agreement of
American military bases in Turkey.
Ozal was quoted as saying, “If 1 give
them bases, I want an increase in
trade in return.” He said that Turkish
exports to the United States should
jump from their 1984 level of $433 mil-
lion to $3 billion.

It is reported that other countries
are more subtle in linking trade and
security. South Korea, for example,
frequently makes quiet use of its secu-
rity concerns in trade talks without of-
ficially raising them at the bargaining
table. The Koreans like to underscore
their vulnerability to Communist take-
over by taking trade negotiators to the
38th parallel, less than an hour's drive
from Seoul, where the visitors can
look across the border at Communist
North Korean troops.

We maintain thousands of military
personnel in South Korea. These
Americans are there to provide for se-
curity in the region. While South
Korea does commit more to national
defense than most of our other allies—
5.7 percent of GNP in 1983—they
could do more toward their own pro-
tection. Linking trade concessions to
“allowing” U.S. bases on Korean soil is
not the correct posture for a govern-
ment so reliant on U.S. military sup-
port.

Apparently, security considerations
provide an unstated underpinning to
our trade relations with Japan, serving
as a force for limiting pressure on
Tokyo to open markets. Our own De-

fense Department, during Cabinet
meetings, frequently urges restraint
by U.S. trade officials on possible
trade retaliation against Japan, argu-
ing that stiff action might harm the
security aspects of the relationship.

For Japan, it appears the trade rela-
tionship is more important. The
United States seems to give more em-
phasis to national security. I think it is
time to alter our priorities and force
Japan and our allies into the military
realities of the 1980's. They obviously
need to be reminded that our overseas
bases go a long way toward protecting
their interests.

Another aspect of this, particularly
with regard to Japan, is the disparity
between the openness of our respec-
tive markets. While this is a common-
ly-expressed concern from a purely
trade standpoint, it is important to
look at this factor as it affects the
military purchases of both countries.

Technology for the Strategic De-
fense Initiative (SDI or “star wars") is
a perfect example. America’s most so-
phisticated weapons are rapidly be-
coming dependent on components im-
ported from Japan. Defense industry
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sources are particularly concerned
about SDI, where Japanese high-tech-
nology companies now outstrip U.S.
defense contractors in several key
technologies vital to the development
of such a system.

While U.S. companies are able to do
most of the SDI systems design work,
the cheapest and most reliable hard-
ware—ranging from lasers to new ma-
terials—is produced by the Japanese.
For example, the Japanese have
become the world's dominant supplier
of computer memory chips—a key ele-
ment in many electronics-based weap-
ons systems.

Three high-level commissions are ex-
amining the military’s growing reli-
ance on overseas electronics: A newly
formed Defense Sciences Board Task
Force on Semiconductor Dependency;
a panel of the Pentagon’s joint logis-
tics commanders; and a National Acad-
emy of Science Electronics Compo-
nents Committee.

Currently, there are no good esti-
mates on what percentage of defense
electronics components are produced
overseas. However, the House Armed
Services Subcommittee staff has
stated that roughly 80 percent of the
military’s silicon chips are manufac-
tured in Asia.

Meaningful estimates of Japanese
content of U.S. defense electronics are
further complicated because U.S. con-
tractors do not always have to disclose
where the components for their elec-
tronics systems were originally made.

In addition to volume supply, Japa-
nese companies recently have begun to
provide critical components for such
weapons systems as missiles and elec-
tronic warfare devices, according to
Pentagon and industry officials. Exac-
erbating that situation is the fact that,
in some areas, Japanese companies
have become the sole providers of
high-quality, low-cost key electronics
materials after winning price wars,
often unfairly fought, with American
companies.

After Monsanto Co. dropped out of
the market 3 years ago, for example,
the United States no longer has a do-
mestic supplier of “float-zone" sili-
con—a special kind of silicon used in
fabricating high-power electronic
switching devices that would be indis-
pensable for space-based weaponry.
Japanese companies are the key U.S.
defense suppliers.

Much of the reason for this is cost.
Most technology experts agree that if
the Pentagon is serious about obtain-
ing the best high technologies at the
most reasonable cost, most of the com-
ponent production will be done off-
shore by Japanese high-technology
concerns—unless there are specific
policies designed to minimize foreign
involvement.

On the other hand, Japan's Defense
Agency is currently debating whether
to buy foreign—likely U.S.—planes to
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replace their 10-year-old F-1 fighter
jets or to produce them domestically.
At the present time, the Japanese do
not have the domestic capability to
produce fighter jets, but Japanese
commercial aircrait companies are
pushing for the chance to design and
build the planes at home.

The Japanese Defense Agency says
it may commission Japanese aircraft
industries for this project, expected to
total more than $5.6 billion. While in-
dustry officials concede that the West
is ahead in many aerospace technol-
ogies and has the edge on cost, they
are confident Japan's industry has
much of the necessary technology and
can learn what it doesn't know.

U.S. officials disagree. They say that
the Japanese lack experience and
many crucial technologies needed to
design a modern fighter from scratch.
Additionally, Japanese-built planes
would not be compatible with United
States forces in the region. This is a
problem that has plagued NATO for
years—United States planes have fre-
quently been stranded on West
German bases without parts.

But the Japanese maintain that
they wish to have independence in de-
signing and building their own weap-
ons and that they are willing to pay
the costs for this approach.

I think it is time for us to let them
help with defense costs. Frankly, it is
time that Japan become a partner in
providing security on the Pacific rim.

Our soaring Federal deficit is erod-
ing trust in the country’s future.
Much of the deficit can be traced di-
rectly to military expenditures. We
spend a great deal on defending our
allies. I think it is time to reexamine
these costs and see where we can save
money.

In redefining security in economic
terms, we can come to grips with many
of the problems that are plaguing our
economic society. We must preserve
our basic industries, we must find ways
to compete on the world markets, and
we must insure America’s future as a
world power.

With these goals in mind, it is time
to focus on some of the examples
being set by countries that have ad-
dressed the problem of excess mili-
tary-security commitments and ex-
penditures.

China, for example, as recently as
1972, was spending 14 percent of its
GNP for military purposes, one of the
highest levels in the world at that
time. Beginning in 1975, however, the
Chinese began to systematically
reduce its military expenditures, and,
except for 1979, it has reduced them in
each of the last 8 years. By 1985, mili-
tary spending had fallen to 7.5 percent
of China's GNP.

In Argentina, the military govern-
ment that was in office in the late sev-
enties and early eighties increased
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military expenditures from the histori-
cal level of 1.5 percent of GNP to
almost 4 percent. One of the first
things that Raul Alfonsin did as newly
elected President in late 1983 was to
announce a plan to steadily lower this
figure. When he took office, there was
broad public support for a reduction in
arms expenditures, partly because of
the ill-fated Falklands war, which un-
dermined the military’s credibility
throughout Argentina.

By 1984, armrs outlays in Argentina
had been cut to half the peak level of
1980, with a shift of resources toward
social programs.

More recently, Peru's President
Garcia has pledged to reduce the 5
percent of the country's GNP allotted
to the military, a sum that consumed
one-fourth of the Flederal budget.

The overriding reason for cutting
military expenditures in each of these
three countries is economic. Encourag-
ingly, the reductions in military ex-
penditures undertaken by these three
governments were independent of any
negotiated military reductions in
neighboring countries. China, for ex-
ample, lowered its military outlays
unilaterally, despite its 3,000-kilometer
border with the Soviet Union, which
has continued to increase its military
might.

And these three countries are cited
as showing considerable progress eco-
nomically. They may well provide the
model for the future.

I am not suggesting, however, that
the military concerns of China, Argen-
tina, and Peru parallel our own. We
have made substantial commitments
toward maintaining free world securi-
ty that cannot and should not be ig-
nored. I do not suggest that we aban-
don our allies and bring all of our
troops home. Such an approach is
naive and dangerous.

I am suggesting, however, that we
rethink our security priorities and
push for greater support from our
allies. It is time to encourage their in-
dependence. It is also time for America
to put a high priority on its economic
future.

For the United States, maintaining a
position of world leadership may now
depend on holding the line on military
expenditures to provide for greater in-
vestment in our domestic economy. If
we had committed Japan's level of
GNP defense spending to our own de-
fense in the past 10 years, for exam-
ple, we would have had $1% trillion to
invest revitalizing our industries at
home. In 1985 alone, $200 billion
would have been available for capital
investment. This level of investment
for modernizing in the private sector
would have made U.S. products much
more competitive in the world market-
place and preserved U.S. jobs.

It is time to take a lesson from the
Japanese and take care of ourselves
first. We cannot allow the current pat-
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tern to continue. We must not allow
American workers to lose a game that
is stacked against them. We have a re-
sponsibility to America first and I sug-
gest that we take that responsibility
seriously.
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CONFERENCE REPORT ON H.R. 2672

Mr. FORD of Michigan submitted
the following conference report and
statement on the bill (H.R. 2672), to
redesignate the New York Internation-
al and Bulk Mail Center in Jersey
City, New Jersey, as the “New Jersey
International and Bulk Mail Center”,
and to honor the memory of a former
postal employee by dedicating a por-
tion of a street at the New York Inter-
national and Bulk Mail Center in
Jersey City, New Jersey, as ‘“Michael
MeDermott Place’:

ConNrFeERENCE REPORT (H. REPT. 99-606)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendments of the Senate to the bill (H.R.
2672), to redesignate the New York Interna-
tional and Bulk Mail Center in Jersey City,
New Jersey, as the “New Jersey Internation-
al and Bulk Mail Center”, and to honor the
memory of a former postal employee by
dedicating a portion of a street at the New
York International and Bulk Mail Center in
Jersey City, New Jersey, as “Michael
McDermott Place”, having met, after full
and free conference, have agreed to recom-
mend and to recommend do their respective
Houses as follows:

That the House recede from its disagree-
ment to the amendments of the Senate
numbered 1 and 2, and agree to the same.

That the House recede from its disagree-
ment to the amendment of the Senate num-
bered 3 and agree to the same with an
amendment as follows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:

TITLE I-FEDERAL EMPLOYEES'
RETIREMENT SYSTEM

SEC. 100. SHORT TITLE; TABLE OF CONTENTS.
fa) SaorT TrrLe.—This Act may be cited as
the “Federal Employees’ Retirement System
Act of 1986,
fb) TaBLE oF CONTENTS.—The table of con-
tents is as follows:
TABLE OF CONTENTS

TITLE I-FEDERAL EMPLOYEES’
RETIREMENT SYSTEM

Sec. 100. Short title; table of conlents.
Sec. 100A. Purposes.
Sec. 101. Establishment.

TITLE I[I—-OTHER AMENDMENTS TO
TITLE 5 OF THE UNITED STATES CODE
Sec. 201. Treatment under Civil Service Re-
tirement System of certain in-
dividuals excluded from Feder-
al Employees’ Retirement

System.

Sec. 202. Non-applicability of Civil Service
Retirement System lo individ-
uals under Federal Employees’
Retirement System.

Sec. 203. Pay for the Erecutive Direclor of
the Federal Retirement Thrift
Investment Board.

Sec. 204. Alternative forms of annuities.

Sec. 205. Retirement counseling.

11135

Sec. 206. Participation by cerlain employees
and Members only in the Thrift
Savings Plan.

Sec. 207. Miscellaneous amendments.

TITLE III-OTHER PROVISIONS RELAT-
ING TO THE FEDERAL EMFLOYEES’
RETIREMENT SYSTEM AND THE CIVIL
SERVICE RETIREMENT SYSTEM

Sec. 301. Elections.

Sec. 302. Effect of an election under section
301 to become subject to the
Federal Employees’ Retirement
System.

303. Provisions relating to an election
to become subject to chapter 83
subject to certain offsets relati-
ing to Social Security.

. 304. Amendments relating to Social Se-
curity.

. 305. Extension of Federal Employees’
Retirement Contribution Tem-
porary Adjustment Act of 1983;
refund of excess contributions.

. 306. Applicability to the United Stales
Postal Service.

307. Use of "normal-cost percentage”.

. 308. Relirement study.

309. Repeal of automatic transfer provi-
sion.

310. Disclosure of return information.

., 311. Initial appointments to the Federal
Retirement Thrift Investment
Board.
. 312. Plan for delayed contributions to
the Thrift Savings Fund.
TITLE IV—-FOREIGN SERVICE
RETIREMENT

. 401. Short title; references lo Foreign
Service Act of 1980.

Redesignation of certain provi-
sions of the Foreign Service Act
of 1980.

Definition of court.,

Creditable service for purposes of
subchapters I and II.

Contributions to the Foreign Serv-
ice Retirement and Disability
System.

Offset of annuily by the amount of
Social Security benefits.

18-month period to elect survivor
annuity.

Alternate forms of annuities.

Treatment of certain recall service.

Reemployment.

Comparability between the Federal
Employees’ Retirement System
and the Foreign Service Pen-
sion System.

Moderation of remarriage penally.

. Lump-sum payments.

. Exclusion of participants in For-
eign Service Pension System
Jrom Foreign Service Relire-
ment and Disabilitly System.

Sec. 415. Foreign Service Pension System.

Sec. 416. Table of contents.

Sec. 417. Effective date.

TITLE V—CENTRAL INTELLIGENCE

AGENCY RETIREMENT AND RELATED
MATTERS

Sec. 501. References.

Sec. 502. Contributions to the Central Intel-
ligence Agency Retirement and
Disability System.

Sec. 503. Offset of annuity by the amount of
Social Security benefits.

Sec. 504. Thrift savings fund participation
by participants in the Central
Intelligence Agency Relirement
and Disability System.

Sec. 505. Alternative forms of annuities.

. 402.
. 403.
. 404.

. 405.

. 406.
. 407.

408.
409.
. 410.
411.
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Sec. 506. Participation in the Federal Em-
ployees' Relirement System.
Sec. 507. Special retirement accrual for
other intelligence personnel.
TITLE VI-MISCELLANEOUS
PROVISIONS

Sec. 601. Annuitlies for survivors of District
of Columbia judges.
TITLE VII-AUTHORIZATION OF
APPROPRIATIONS; EFFECTIVE DATES

Sec. 701. Authorization of appropriations
Jor certain expenses of the Fed-
eral Retirement Thrift Invest-
ment Management System.

Sec. 702. Effective dates.

SEC. 100A. PURPOSES.

The purposes of this Act are—

(1) to establish a Federal employees’ relire-
ment plan which is coordinaled with title 1T
of the Social Security Act;

f2) to ensure a fully funded and financial-
ly sound retirement benefits plan for Federal
employees;

f3) to enhance portability of retirement
assels earned as an employee of the Federal
Government;

(4) to provide options for Federal employ-
ees with respect Lo relirement planning;

(5) to assist in building a quality career
work force in the Federal Governmenlt,

(6) to encourage Federal employees Lo in-
crease personal savings for retirement; and

(7} to extend financial protection from
disability to additional Federal employees
and to increase such prolection for eligible
Federal employees.

SEC. 101. ESTABLISHMENT.

fa) IN GENERAL.—Title 5, Uniled States
Code, is amended by inserting after chapter
83 the following new chapter:

“CHAPTER 84—FEDERAL EMPLOYEES’
RETIREMENT SYSTEM
“SUBCHAPTER I—-GENERAL
PROVISIONS

“Sec.

“8401. Definitions.

“8402. Federal Employees’
System; exclusions.

“8403. Relationship to the Social Security
Act.

“SUBCHAPTER II—BASIC ANNUITY

“8410. Eligibility for annuity.

“8411. Creditable service.

“8412. Immediate retirement.

“8413. Deferred retirement.

“8414. Early retirement.

“8415. Computation of basic annuity.

“8416. Survivor reduclion for a current

spouse.

Survivor reduction for a Jformer

spouse.

Survivor elections; deposil; offsets.

“8419. Survivor reductions; computation.

“8420. Insurable interest reductions.

“8420a. Alternative forms of annuities.

“8421. Annuily supplement.

“8421a. Reductions on account of earnings
Jrom work performed while en-
titled to an annuity supple-
ment.

“§422. Deduclions from pay; contributions
Jfor military service.

“8423. Government contributions.

“8424. Lump-sum benefits; designation of
beneficiary, order of prece-
dence.

“8425. Mandatory separation.

“SUBCHAPTER [II-THRIFT SAVINGS
PLAN

Retirement

“8417.

“8418.

“8431. Definition.
“8432. Contributions.
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““8433. Benefits and election of benefits.

“8434. Annuities: methods of payment; elec-
tion, purchase.

“8435. Protections for spouses and former
spouses.

““8436. Administrative provisions.

“8437. Thrift Savings Fund.

“8438. Investment of Thrift Savings Fund.

“8439. Accounting and information.

“8440. Tar treatment of the Thrift Savings
Fund.

“SUBCHAFPTER IV—SURVIVOR
ANNUITIES

“8441. Definilions.

“8442. Rights of a widow or widower.

“§443. Rights of a child.

“8444. Rights of a named individual with
an insurable interest.

“8445. Rights of a former spouse.

“SUBCHAPTER V—DISABILITY
BENEFITS

“8451, Disabilily retirement.

“8452. Compultation of disability annuity.

“8453. Applicalion.

“8454. Medical examination.

“8455. Recovery, restoration of earning ca-
pacity.

“8456. Relationship to workers’ compensa-

fion,
“8457. Military reserve technicians.
“SUBCHAPTER VI—-GENERAL AND
ADMINISTRATIVE PROVISIONS

"“8461. Authority of the Office of Personnel
Management.

Cost-of-living adjustments.

Rale of benefils.

Commencement and lermination of
annuilies of employees and
Members.

Waiver, allotment, and assignment
of benefils.

Application for benefits.

Court orders.

Annuilies and pay on reemploymendt.

Withholding of State income tazes.

Exemption from legal process; recov-
ery of payments.

“SUBCHAPTER VII—-FEDERAL RETIRE-

MENT THRIFT INVESTMENT MANAGE-

MENT SYSTEM
“8471. Definitions.

8472, Federal Retirement Thrift Investment

Board.

“8473. Employee Thrift Advisory Council

“8474. Execulive Director.

“8475. Investment policies.

“8476. Administrative provisions.

“8477. Fiduciary responsibilities; liabilily

and penalties,

“8478. Bonding.

“8479. Exculpatory provisions; insurance.
“SUBCHAPTER I—GENERAL
PROVISIONS

“5 8401. Delinitions

“For the purpose of this chapter—

“f1) the term ‘account' means an account
established and maintained under section
8439(a) of this title;

“r2) the term ‘annuilant’ means a former
employee or Member who, on the basis of
that individual's service, meetls all require-
ments for title to an annuity under subchap-
ter II or V of this chaptler and files claim
therefor;

“f3) the term 'average pay’ means the larg-
est annual rate resulting from averaging an
employee’s or Member’s rates of basic pay in
effect over any 3 conseculive years of service
or, in the case of an annuily under this
chapter based on service of less than 3 vears,
over the total service, with each rale weight-
ed by the period it was in effect;

“8462.
“8463.
“8464.

“8465.

"'8466.
“8467.
“8468.
"8469.
“8470.
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“f4) except as provided in subchapter III
of this chapter, the term ‘basic pay’ has the
meaning given such term by section 8331(3);

“(5) the term ‘Board’ means the Federal
Retirement Thrift Investmenl Board estab-
lished by section 8472(a) of this title;

“(6) the term ‘Civil Service Retirement
and Disability Fund’ or ‘Fund’ means the
Civil Service Relirement and Disability
Fund under section 8348;

“f7) the term ‘court’ means any court of
any Stale, the District of Columbia, the
Commonwealth of Puerto Rico, Guam, the
Northern Mariana Islands, or the Virgin Is-
lands, and any Indian court;

“(8) the term 'Director’ means the Director
of the Office of Personnel Management;

“f9) the term ‘dynamic assumplions’
means economic assumplions that are used
in delermining actuarial costs and liabil-
ities of a relirement system and in antici-
pating the effects of long-term future—

“fA) investment yields;

“fB) increases in rales of basic pay; and

“(C) rates of price inflation;

“(10) the term ‘earnings’, when used with
respect to the Thrift Savings Fund, means
the amount of the gain realized or yield re-
ceived from the investment of sums in such
Fund;

“f11) the term ‘employee’ means—

“f4) an individual referred to in subpara-
graph (A), (E), (F), (H), (1), or (J) of section
8331(1) of this title; and

“fB) a Congressional employee as defined
in section 2107 of this title, including a tem-
porary Congressional employee and an em-
ployee of the Congressional Budget Office;

any of whose civilian service after December
31, 1983, is employment for the purposes of
title II of the Social Security Act and chap-
ter 21 of the Internal Revenue Code of 1954,
except that such term does not include—

“(i) any individual referred to in—

“(I) clause (i), (v), (vi), or (ix) of para-
graph (1) of section 8331;

“(Ir) clause (ii) of such paragraph (other
than an employee of the United States Park
Police, or the Uniled States Secrel Service,
any of whose civilian service after December
31, 1983, is such employment); or

“fIII) the undesignated material afier the
last clause of such paragraph; or

“fii) any individual exrcluded under sec-
tion 8402(c) of this title;

“f12) the term ‘former spouse’ means a
former spouse of an individual—

“t4) if such individual performed at least
18 months of civilian service creditable
under seclion 8411 as an employee or
Member; and

“{BJ) if the former spouse was married to
such individual for at least 9 months;

“(13) the term ‘Executive Director’ means
the Executive Director appointed under sec-
tion 8474/al;

“r14) the term ‘firefighter' means—

“f4) an employee, the duties of whose posi-
tion—

“fi) are primarily to perform work directly
connected with the control and extinguish-
ment of fires; and

“fii) are sufficiently rigorous that employ-
ment opportunilies are required to be limit-
ed fo young and physically vigorous indi-
viduals, as delermined by the Director con-
sidering the recommendations of the em-
ploving agency; and

“{B) an employee who is transferred di-
rectly to a supervisory or adminisirative po-
gition after performing dulies described in
subparagraph (A) for at least 10 years;
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“(15) the term ‘Government’ means the
Federal Government and Gallaudel College;

“{16) the term ‘Indian court’ has the
meaning given such (fterm by seclion
8331r24);

“{17) the term ‘Tlaw enforcement officer’
means—

“(A) an employee, the duties of whose posi-
tion—

“fi) are primarily—

“(I) the investigation, apprehension, or de-
tention of individuals suspecled or convicl-
ed of offenses against the eriminal laws of
the United States, or

“({II) the protection of officials of the
United States against threats to personal
safety; and

“(ii) are sufficiently rigorous that employ-
ment opportunities are required to be limil-
ed to young and physically vigorous indi-
viduals, as determined by the Director con-
sidering the recommendalions of the em-
ploying agency,

“tB}) an employee who is transferred di-
rectly to a supervisory or adminisiralive po-
sition after performing duties described in
subparagraph (4) for at least 10 years; and

“fC) an employee—

“fi) of the Bureau of Prisons or Federal
Prison Industries, Incorporated;

“(ii) of the Public Health Service assigned
to the field service of the Bureau of Prisons
or of the Federal Prison Industries, Incorpo-
rated; or

“fiii) in the field service at Army or Navy
disciplinary barracks or at any other con-
Sfinement and rehabilitation facilily operat-
ed by any of the armed forces;
whose duties in connection with individuals
in detenlion suspected or convicted of of-
Jenses against the criminal laws of the
United States or of the District of Columbia
or offenses against the punitive articles of
the Uniform Code of Military Justice fchap-
ter 47 of title 10) require frequent direct con-
tact with these individuals in their delen-
tion and are sufficiently rigorous that em-
ployment opportunities are required fo be
limited to young and physically vigorous in-
dividuals, as determined by the head of the
employing agency,

“(18) the term Toss’, when used with re-
spect to the Thrift Savings Fund, means the
amount of the loss resulting from the invest-
ment of sums in such Fund;

“(19) the term Tump-sum credit’ means the
unrefunded amount consisting of—

“fA) retirement deductions made from the
basic pay of an employee or Member under
section 8422(a) of this title (or under section
204 of the Federal Employees’ Retirement
Contribution Temporary Adjustment Act of
1983);

“IB) amounts deposited by an employee or
Member under section 8422(e); and

“fC) interest on the deductions and depos-
its which, for any calendar vear, shall be
equal to the overall average yield to the
Fund during the preceding fiscal year from
all obligations purchased by the Secretary of
the Treasury during such fiscal year under
section 8348(c), (dJ), and (e), as determined
by the Secretary fcompounded annually);
but does not include interest—

“fi) if the service covered thereby aggre-
gates 1 year or less; or

“fii) for a fractional part of a month in
the total service;

“120) the term ‘Member’ has the same
meaning as provided in section 2106, except
that such term does not include an individ-
ual who irrevocably elects, by writlen notice
to the official by whom such individual is
paid, not to participate in the Federal Em-
ployees’ Retirement System;
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“f21) the term 'net earnings' means the
excess of earnings over losses;

“122) the term "nel losses’ means the exrcess
of losses over earnings;

“t23) the term ‘normal-cost percentage’
means the entry-age normal cost of the pro-
visions of the System which relate to the
Fund, computed by the Office in accordance
with generally accepted actuarial practice
and standards (using dynamic assump-
tions) and expressed as a level percentlage of
aggregate basic pay;

“124) the term ‘Office’ means the Office of
Personnel Management;

“t25) the term ‘price indexr' has the same
meaning as provided in section 8331715);

“r26) the Llerm ‘service’ means service
which is creditable under section 8411;

“27) the term ‘supplemental liability’
means the estimated excess of—

“fA) the actuarial present value of all
future benefits payable from the Fund under
this chapter based on the service of current
or former employees or Members, over

“IB) the sum of—

“fi) the actuarial present value of deduc-
tions to be withheld from the future basic
pay of employees and Members currently
subject to this chapter pursuant to section
8422;

“fii) the actuarial present value of lhe
Suture contributions to be made pursuant to
section 8423(a) with respect lo employees
and Members currently subject to this chap-
ter;

“fiii) the Fund balance as of the date the
supplemental liability is delermined, to the
extent that such balance is attributable—

(1) to the System, or

“(II) to contributions made under the Fed-
eral Employees’ Relirement Contribution
Temporary Adjustment Act of 1983 by or on
behalf of an individual who became subject
to the System, and

“fiv) any other appropriale amount, as de-
termined by the Office in accordance with
generally accepted actuarial practices and
principles;

“(28) the term ‘survivor' means an indi-
vidual entitled to an ennuily under sub-
chapter IV of this chapter,

“r29) the term ‘System’ means the Federal
Employees' Retirement System described in
section 8402i(al);

“(30) the term ‘military reserve technician’
means a member of one of the reserve com-
ponents of the armed forces specified in sec-
tion 261(a) of title 10 who—

“fA) is assigned to a civilian posilion as a
technician in the administration and lrain-
ing of such reserve components or in the
maintenance and repair of supplies issued
to such reserve components; and

“(B) as a condition of employment in such
position, is required lo be a member of one
of such reserve componenls serving in a
specified military grade; and

“(31) the term ‘mililary service’ means
honorable active service—

“f4) in the armed forces;

“fB) in the commissioned corps of the
Public Health Sérvice after June 30, 1960; or

“(C) in the commissioned corps of the Na-
tional Oceanic and Atmospheric Adminis-
tration, or a predecessor enlity in function,
after June 30, 1961;
but does not include service in the National
Guard except when ordered to aclive duty in
the service of the Uniled Stales.

“§ 8402. Federal Employees’ Retirement System; ex-
clusions

“fa) The provisions of this chapter com-
prise the Federal Employees’ Retirement
System.
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“{b) The provisions of this chapter shall
not apply with respect to—

“f1) any individual who has performed
service of a type described in subparagraph
(CJ), (D), (E), or (F) of section 210(a)(5) of
the Social Security Act continuously since
December 31, 1983 (determined in accord-
ance with the provisions of section
210(al)(5)(B) of the Social Security Act, relat-
ing to continuily of employment); or

“(2)(A) any employee or Member who has
separated from the service after—

“fi) having been subject to subchapter III
of chapter 83 of this title, or subchapter I of
cm:.lpzer 8 of the Foreign Service Act of 1980;
an

“fii) having completed at least 5 years of
civilian service creditable under subchapter
IIT of chapler 83 of this title, or at leasl 5
years of civilian service creditable under
subchapter I of the Foreign Service Act of
1980 (delermined without regard to any de-
posil or redeposit requirement under either
such subchapler, or any requirement that
the individual become subject lo either such
subchapter after performing the service in-
volved); or

“(B) any employee having at least 5 years
of civilian service performed before January
1, 1987, creditable under subchapter III of
chapter 83 of this title (determined without
regard to any deposit or redeposit require-
menl under such subchapter, any require-
ment that the individual become subject to
such subchapter after performing the service
involved, or any requirement that the indi-
vidual give notice in wriling to the official
by whom such individual is paid of such in-
dividual's desire to become subject lo such
subchapter);

except to the extent provided for under title
III of the Federal Employees’ Relirement
System Act of 1986 pursuant to an election
under such lille to become subject to this
chapter.

“fc)(1) The Office may exclude from the
operation of this chapter an employee or
group of employees in or under an Executive
agency, the United States Poslal Service, or
the Postal Rate Commission, whose employ-
ment is temporary or intermillent, except
an employvee whose employment is part-time
career employment f(as defined in section
3401(2).

“t2) The Architect of the Capitol may ex-
clude from the operation of this chapter an
employee under the Office of the Architect of
the Capitol whose employment is temporary
or of uncertain duration.

“t3) The Librarian of Congress may ex-
clude from the operation of this chapter an
employee under the Library of Congress
whose employment is temporary or of uncer-
tain duration.

“{4) The Director or Acting Director of the
Botanic Garden may exclude from the oper-
ation of this chapter an employee under the
Botanic Garden whose employment is tem-
porary or of uncertain duration.

“§ 8403. Relationship to the Social Security Act

“Excepl as otherwise provided in this
chapter, the benefils payable under the
System are in addition to the benefifs pay-
able under the Social Security Act.

“SUBCHAPTER [I—BASIC ANNUITY
“§ 8410. Eligibility for annuity

“Notwithstanding any other provision of
this chapter, an employee or Member must
complete at least 5 years of civilian service
creditable under section 8§411 in order to be
eligible for an annuily under this subchap-
ter.
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“§8411. Creditable service

“fa)(1) The total service of an employee or
Member is the full years and twelfth parts
thereof, excluding from the aggregate the
Sfractional part of a month, if any.

“f2) Credit may not be allowed for a
period of separalion from the service in
excess of 3 calendar days.

“tb) For the purpose of this chapter, cred-
itable service of an employee or Member in-
cludes—

“f1) employment as an employee, and any
service as a Member (including the period
from the date of the beginning of the term
Jor which elected or appointed Lo the dale of
taking office as a Member), after December
31, 1986;

“2) service with respect to which deduc-
tions and withholdings under seclion
204(a)(1) of the Federal Employees’ Retire-
ment Contribution Temporary Adjustment
Act of 1983 have been made;

“(3) except as provided in subsection (f),
any civilian service (performed before Janu-
ary 1, 1989, other than any service under
paragraph (1) or (2)) which, but for the
amendments made by subsections (a/)(4) and
(b) of section 202 of the Federal Employees’
Retiremenl System Act of 1986, would be
creditable under subchapter III of chapter
83 of this title (delermined withoul regard o
any deposit or redeposil requirement under
such subchapter, any requirement that the
individual become subject to such subchap-
ter aster performing the service involved, or
any requirement that the individual give
notice in writing to the official by whom
such individual is paid of such individual’s
desire to become subject to such subchapter);
and

“t4) a period of service (other than any
service under any of the preceding provi-
sions of this subsection and other than any
military service) that was creditable under
the Foreign Service Pension System de-
scribed in subchapter II of chapter 8 of the
Foreign Service Act of 1980, if the employee
or Member waives credil for such service
under the Foreign Service Pension Sysiem
and makes a payment to the Fund equal to
the amount that would have been deducted
Jrom pay under section 8422(a) had the em-
ployee been subject Lo this chapter during
such period of service (together with interest
on such amount computed under para-
graphs (2) and (3) of section 8334fel).

“fe)(1) Except as provided in paragraph
(2) or (3), an employee or Member shall be
allowed credit for—

“A) each period of military service per-
Jormed before January 1, 1957; and

“f{B) each period of mililary service per-
formed after December 31, 1956, and before
the separation on which title to annuity is
based, if a deposit (including interest, if
any) is made with respect to such period in
accordance with section 8422(e).

“r2) If an employee or Member is awarded
retired pay based on any period of military
service, the service of the employee or
Member may not include credil for such
period of military service unless the retired
pay is awarded—

“fA) based on a service-connected disabil-
ity—

“(i) incurred in combat with an enemy of
the United States; or

“fii) caused by an instrumentality of war
and incurred in line of duty during a period
of war as defined by section 301 of litle 38,
or

“{B) under chapter 67 of title 10.

“t3) An employee or Member who has
made a deposit under seclion 8334(j) for a
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similar prior provision of law) with respect
to a period of mililary service, and who has
not taken a refund of such deposit—

“fA) shall be allowed credit for such serv-
ice without regard lo the deposil require-
ment under paragraph (1)(B); and

“{B) shall be entitled, upon filing appro-
priale application therefor with the Office,
to a refund equal to the difference between—

“fi) the amount deposited with respect to
such period under such section 8334(j) (or
prior provision), excluding interest; and

“rii) the amount which would otherwise
have been required with respect to such
period under paragraph (1)(B),

“fd) Credit under this chapter shall be al-
lowed for leaves of absence without pay
granted an employee while performing mili-
tary service, or while receiving benefils
under subchapter I of chapter 81. An em-
ployee or former employee who returns to
duty after a period of separation is deemed,
Jor the purpose of this subsection, to have
been on leave of absence without pay for
that part of the period in which that indi-
vidual was receiving benefils under sub-
chapter I of chapler 81. Credit may not be
allowed for so much of other leaves of ab-
sence without pay as exceeds 6 months in
the aggregate in a calendar year.

“fe) Credit shall be allowed for periods of
approved leave withoul pay granted an em-
ployee lto serve as a full-lime officer or em-
ployee of an organization composed primar-
ily of employees (as defined by section
8331(1) or 8401(11)), subject to the employee
arranging lto pay, through the employee’s
employing agency, within 60 days after com-
mencement of such leave without pay,
amounts equal to the retirement deductions
and agency contributions which would be
applicable under sections 8422fa) and
8423(al, respectively, if the employee were in
pay status. If the election and all payments
provided by this subsection are nol made,
the employee may not receive credil for the
periods of leave without pay, notwithstand-
ing the third sentence of subsection (d).

“(fi(1) An employee or Member who has re-
ceived a refund of relirement deductions
under subchapter III of chapter 83 with re-
spect to any service described in subsection
(b)(3) may not be allowed credit for such
service under this chapter unless such em-
ployee or Member deposits an amount equal
to 1.3 percent of basic pay for such service,
with interest.

“t2) An employee or Member may not be
allowed credit under this chapter for any
service described in subsection (b)(3) for
which retirement deductions under subchap-
ter IIT of chapter 83 have not been made,
unless such employee or Member deposits an
amount equal to 1.3 percent of basic pay for
such service, with interest.

“(3) Interest under paragraph (1) or (2)
shall be computed in accordance with para-
graphs (2) and (3) of section 8334fe) and reg-
ulations prescribed by the Office.

“f4) For the purpose of survivor annuities,
deposits authorized by the preceding provi-
sions of this subsection may also be made by
a survivor of an employee or Member.

“§ 8412. Immediate retirement

“fa) An employee or Member who is sepa-
rated from the service after attaining the ap-
plicable minimum retirement age under sub-
section (h) and completing 30 years of serv-
ice is entitled lo an annuily.

“fb) An employee or Member who is sepa-
rated from the service after becoming 60
vears of age and completing 20 years of serv-
ice is entitled to an annuily.

“fc) An employee or Member who is sepa-
raled from the service after becoming 62
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vears of age and completing 5 vears of serv-
ice is entitled to an annuity.

“fd) An emplovee who is separated from
the service, except by removal for cause on
charges of misconduct or delinquency—

“(1) after completing 25 years of service as
a law enforcement officer or firefighter, or
any combination of such service tolaling at
least 25 years, or

“f2) after becoming 50 years of age and
completing 20 years of service as a law en-
forcement officer or firefighter, or any com-
bination of such service totaling at least 20
vears,

is entitled o an annuily.

“fe) An employee who is separaled from
the service, except by removal for cause on
charges of misconduct or delinquency—

“f1) after compleling 25 years of service as
an air traffic controller, or

“f2) after becoming 50 years of age and
completing 20 vears of service as an air traf-
fic controller,

is entitled to an annuity.

“If) A Member who is separated from the
service, except by resignation or expulsion—

“(1) after completing 25 years of service,
or

“r2) after becoming 50 years of age and
completing 20 years of service,

is entitled to an annuity.

“fg) An employee or Member who is sepa-
rated from the service after attaining the ap-
plicable minimum retirement age under sub-
section (h) and completing 10 years of serp-
ice is entitled to an annuity. This subsection
shall not apply to an employee or Member
who is entitled to an annuily under any
other provision of this section.

“(th)(1) The applicable minimum retire-
ment age under this subsection is—

“f4) for an individual whose date of birth
is before January 1, 1948, 55 years of age;

“(B) for an individual whose date of birth
is after December 31, 1947, and before Janu-
ary 1, 1953, 55 years of age plus the number
of months in the age increase factor deter-
mined under paragraph (2)(A);

“(C) for an individual whose dale of birth
is after December 31, 1952, and before Janu-
ary 1, 1965, 56 years of age;

“tD) for an individual whose date of birth
is after December 31, 1964, and before Janu-
ary 1, 1970, 56 years of age plus the number
of months in the age increase factor deter-
mined under paragraph (2)/B); and

“(E) for an individual whose dale of birth
is after December 31, 1969, 57 years of age.

“f2)(A) For an individual whose date of
birth occurs during the 5-year period con-
sisting of calendar years 1948 through 1952,
the age increase factor shall be equal to two-
twelfths times the number of months in the
period beginning with January 1948 and
ending with December of the year in which
the datle of birth occurs.

“(B) For an individual whose date of birth
occurs during the 5-year period consisting of
calendar years 1965 through 1969, the age
increase factor shall be equal to two-twelfths
times the number of months in the period
beginning with January 1965 and ending
with December of the year in which the date
of birth occurs.

“§ 8413. Deferred retirement

“fa) An employee or Member who is sepa-
rated from the service, or transferred to a
position in which the employee or Member
does nol continue subject to this chapter,
after completing 5 years of service is entitled
to an annuity beginning at the age of 62
years.
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“fb)1) An employee or Member who is sep-
arated from the service, or transferred fo a
position in which the employee or Member
does not continue subject to this chapter,
after completing 10 years of service is enti-
tled to an annuity beginning on the date
designated by the employee or Member in a
written election under this subsection. The
date designated under this subsection may
not precede the date on whicl the employee
or Member attains the applicable minimum
relirement age under section 8412(h) and
must precede the date on which the employ-
ee or Member becomes 62 years of age.

“f2) The election of an annuity under this
subsection shall not be effective unless—

“fA) it is made ai such time and in such
manner as the Office shall by regulation pre-
scribe; and

“(B) the employee or Member will not oth-
erwise be eligible to receive an annuity
within 31 days after filing the election.

“t3) The election of an annuity under this
subsection extinguishes the right of the em-
ployee or Member Lo receive any other annu-
ily based on the service on which the annu-
ity under this subsection is based.

“§ 8414. Early retirement

“fal)f1) A member of the Senior Execulive
Service who is removed from the Senior Ex-
ecutive Service for less than fully successful
erecutive performance fas determined under
subchapter II of chapter 43 of this title)
after completing 25 years of service, or after
becoming 50 years of age and completing 20
vears of service, is entitled to an annuity.

“t2) A member of the Defense Intelligence
Senior Execulive Service or the Senior Cryp-
tologic Executive Service who is removed
from such service for less than fully success-
Sful executive performance after completing
25 years of service, or after becoming 50
vears of age and completing 20 years of serv-
ice, is entitled to an annuity.

“(b)(1) Except as provided in paragraphs

f2) and (3), an employee who—
“fA) is separated from the service involun-

tarily, except by removal for cause on
charges of misconduct or delinquency; or

“fB) while serving in a geographic area
designated by the Director, is separaled
Jrom the service voluntarily during a period
in which (as determined by the Director)—

“ti) the agency in which the employee is
serving is undergoing a major reorganiza-
tion, a major reduction in force, or a major
transfer of function; and

“fii) a significant percentage of the total
number of employees serving in such agency
will be separated or subject to an immediate
reduction in the rate of basic pay (without
regard to subchapter VI of chapter 53 of this
title or comparable provisions);
after completing 25 years of service, or after
becoming 50 years of age and completing 20
yvears of service, is entitled to an annuity.

“12) An employee under paragraph (1) who
is separated as described in subparagraph
fA) of such paragraph is not entitled to an
annuity under this subsection if the employ-
ee has declined a reasonable offer of another
position in the employee’s agency for which
the employee iz qualified, and the offered po-
sition is not lower than 2 grades (or pay
levels) below the employee’s grade (or pay
level) and is within the employee’s commut-
ing area.

“(3) Paragraph (1) shall not apply to an
employee entitled to an annuily under sub-
section (d) or (e) of section 8412.

“fe) A military reserve technician who is
separated from technician service, after be-
coming 50 years of age and compleling 25
vears of service, by reason of ceasing lo sal-
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isfy the condition described in section
8401(30)(B) is entitled to an annuity.

“§ 8415. Computation of basic annuity

“fa) Excepl as otherwise provided in this
section, the annuity of an employee reliring
under this subchapter is 1 percent of that in-
dividual's average pay mulliplied by such
individual’s total service.

“fb) The annuily of a Member, or former
Member with title to a Member annuity, re-
tiring under this subchapter is computed
under subsection (a), except that if the indi-
vidual has had at least 5 years of service as
a Member or Congressional employee, or any
combination thereof, so much of the annuity
as is computed with respect to either such
type of service for a combination thereof),
not erceeding a total of 20 years, shall be
computed by multiplying 1%, percent of the
individual's average pay by the years of
such service.

“fe) The annuily of a Congressional em-
ployee, or former Congressional employee,
reliring under this subchapter is computed
under subsection (a), except that if the indi-
vidual has had at least 5 years of service as
a Congressional employee or Member, or any
combination thereof, so much of the annuity
as is computed with respect to either such
type of service (or a combination thereof),
not erceeding a total of 20 years, shall be
computed by multiplying 1%, percent of the
individual’s average pay by the wvears of
such service.

“fd) The annuity of an employee retiring
under subsection (d) or fe) of section 8412 or
under subsection fa) or (b) of section 8425

“t1) 1%, percent of that individual's aver-
age pay multiplied by so much of such indi-
vidual’s total service as does not erceed 20
years; plus

“2) 1 percent of that individual’s average
pay multiplied by so much of such individ-
ual’s total service as exceeds 20 years.

“fe)(1) In computing an ennuily under
this subchapter for an employee whose serv-
ice inecludes service performed on a part-
time basis—

“f4) the average pay of the employee, to
the extent that it includes pay for service
performed in any posilion on a paril-time
basis, shall be determined by using the
annual rate of basic pay that would be pay-
able for full-time service in the position; and

“{B) the benefit so compuled shall then be
multiplied by a fraction equal to the ratio
which the employee’s actual service, as de-
termined by prorating the employee's total
service to reflect the service that was per-
formed on a part-time basis, bears to the
total service that would be creditable for the
employee if all of the service had been per-
formed on a full-time basis.

“(2) For the purpose of this subsection, em-
ployment on a part-time basis shall not be
considered to include employment on a tem-
porary or intermittent basis.

“fif1) The annuify of an employee or
Member retiring under section 8412(g) or
8413rb) is computed in accordance with ap-
plicable provisions of this section, excepl
that the annuily shall be reduced by five-
twelfths of 1 percent for each full month by
which the commencement date of the annu-
ity precedes the sixty-second anniversary of
the birth of the employee or Member.

“12){A) Paragraph (1) does not apply in
the case of an employee or Member retiring
under section 8413(b) if the employee or
Member would satisfy the age and service re-
quirements for title to an annuity under sec-
tion 8412 (aJ, (b), (d)(2), (e)(2), or (f}(2), de-
termined as if the employee or Member had,
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as of the date of separation, atiained the age
specified in subparagraph (BJ.

“B) A determination under subparagraph
(4) shall be based on how old the employee
or Member will be as of the date on which
the annuity under section 8413(b) is to com-
mence.

“fg)(1) In applying subsection (a) with re-
spect to an employee under paragraph (2),
the percentage applied under such subsec-
tion shall be 1.1 percent, rather than 1 per-
cent.

“f2) This subsection applies in the case of
an employee who—

“fA) retires entitled to an annuity under
section 8412; and

“tB) at the time of the separation on
which entitlement to the annuily is based, is
at least 62 years of age and has completed at
least 20 years of service;

but does not apply in the case of a Congres-
sional employee, military reserve techni-
cian, law enforcement officer, firefighter, or
air traffic controller.

“8 8416. Survivor reduction for a current spouse

“tali1) If an employee or Member is mar-
ried at the lime of retiring under this chap-
ter, the reduction described in section
8§419(a) shall be made unless the employee or
Member and the spouse jointly waive, by
written election, any right which the spouse
may have to a survivor annuily under sec-
tion 8442 based on the service of such em-
ployee or Member. A waiver under this para-
graph shall be filed with the Office under
procedures prescribed by the Office.

“f2) Notwithstanding paragraph (1), an
employee or Member who is married at the
time of retiring under this chapter may
waive the annuity for a surviving spouse
without the spouse’s consent if the employee
or Member establishes to the salisfaction of
the Office (in accordance with regulalions
prescribed by the Officel—

“{A) that the spouse’s whereabouts cannot
be determined; or

“(B) that, due to exceplional circum-
stances, requiring the employee or Member
to seek the spouse’s consent would otherwise
be inappropriate.

“f3) Excepl as provided in subsection (d),
a waiver made under this subsection shall
be irrevocable.

“tb)(1) Upon remarriage, a retired employ-
ee or Member who was married at the time
of retirement (including an employee or
Member whose annuity was not reduced to
provide a survivor annuily for the employ-
ee's or Member’s spouse or former spouse as
of the time of retirement) may irrevocably
elect during such marriage, in a signed writ-
ing received by the Office within 2 years
after such remarriage or, if later, within 2
years after the death or remarriage of any
former spouse of such employee or Member
who was entitled to a survivor annuily
under section 8445 (or of the last such sur-
viving former spouse, if there was more than
one), a reduction in the employee’s or Mem-
ber's annuily under section 8419(al for the
purpose of providing an annuily for such
employee’s or Member’s spouse in the event
such spouse survives the employee or
Member.

“(2) The election and reduction shall be ef-
fective the first day of the second month
after the election is received by the Office,
but not less than 9 months after the date of
the remarriage.

“f3) An election to provide a survivor an-
nuity to an individual under this subsec-
tion—
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“tA) shall prospectively void any eleclion
made by the employee or Member under sec-
tion 8420 with respect to such individual; or

“fB) shall, if an election was made by the
employee or Member under section 8420
with respect to a different individual, pro-
spectively void such election if appropriale
written application is made by such employ-
ee or Member at the time of making the elec-
tion under this subsection.

“f4) Any election under this subsection
made by an employee or Member on behalf
of an individual after the retirement of such
employee or Member shall not be effective

“fA4) the employee or Member was married
to such individual at the time of retirement;
and

“{B) the annuity rights of such individual
based on the service of such employee or
Member were then waived under subsection
fa).

“fe)(1) An employee or Member who is un-
married at the time of retiring under this
chapter and who later marries may irrevo-
cably elect, in a signed writing received by
the Office within 2 years after such employ-
ee or Member marries or, if later, within 2
vears after the death or remarriage of any
former spouse of such employee or Member
who was entitled to a survivor annuily
under section 8445 (or of the last such sur-
viving former spouse, if there was more than
one), a reduction in the current annuily of
the retired employee or Member, in accord-
ance with section 8419/a).

“t2) The election and reduction shall take
effect the first day of the first month begin-
ning 9 months after the date of marriage.
Any such election to provide a survivor an-
nuity for an individual—

“A) shall prospectively void any election
made by the employee or Member under sec-
tion 8420 with respect to such individual; or

“tB) shall, if an election was made by the
employee or Member under section 8420
with respect to a different individual, pro-
spectively void such election if appropriale
written application is made by such employ-
ee or Member at the time of making the elec-
tion under this subsection.

“fd)(1) An employee or Member—

“4) who is married on the date of retiring
under this chapter, and

“{B) with respect to whose spouse a waiver
under subsection (a) has been made,
may, during the 18-month period beginning
on such dalte, elect to have a reduction made
under section 8419 in order o provide a sur-
vivor annuily under section 8442 for such
spouse.

“r2)(A) An election under this subsection
shall not be effective unless the amount de-
scribed in subparagraph (B) is deposited
into the Fund before the expiration of the
18-month period referred lo in paragraph
(1).

“tB) The amount to be deposited under
this subparagraph is equal to the sum of—

“fi) the difference (for the period between
the date on which the annuity of the former
employee or Member commences and the
date on which reductions pursuant to the
election under this subsection commence)
between the amount paid to the former em-
ployee or Member from the Fund under this
chapter and the amount which would have
been paid if such election had been made at
the time of retirement; and

“fii) the costs associated with providing
Jor the election under this subsection.

The amount to be deposited under clause (i)
shall include interest, computed al the rate
of 6 percent a year.
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“13) An annuily which is reduced pursu-
ant to an election by a former employee or
Member under this subsection shall be re-
duced by the same percentage as was in
effect under section 8419 as of the date of the
employee’s or Member'’s retirement.

“(4) Rights and obligations under this
chapter resulting from an election under
this subsection shall be the same as the
rights and obligations which would have re-
sulted had the election been made at the
time of retirement.

“(5) The Office shall inform each employee
and Member who is eligible to make an elec-
tion under this subsection of the right to
make such election and the procedures and
deadlines applicable in making any such
election.

“§ 8417. Surviver reduction for a former spouse

“fa) If an employee or Member has a
former spouse who is entitled to a survivor
annuity as provided in section 8445, the re-
duction described in section §419(a) shall be
made.

“tb)(1) An emplovee or Member who has a
former spouse may elect, under procedures
prescribed by the Office, a reduction in the
annuily of the employee or Member under
section 8419fa) in order lo provide a survi-
vor annuity for such former spouse under
section 8§445.

“t2) An election wunder this subsection
shall be made at the time of retirement or, if
the marriage is dissolved after the date of re-
tirement, within 2 years after the dale on
which the marriage of the former spouse to
the employee or Member is so dissolved.

“(3) An election under this subsection—

“fA) shall not be effective to the extent
that it—

“ti) conflicts with—

“(1) any court order or decree referred to
in section 8445fa) which was issued before
the date of such eleclion; or

“(1I) any agreement referred to in such
secltion 8445fa) which 1was entered inlo
before such date; or

“fii) would cause the total of survivor an-
nuities payable under sections 8442 and
8445, respectively, based on the service of the
employee or Member to exceed the amount
which would be payable to a widow or wid-
ower of such employee or Member under
such section 8442 (determined without
regard to any reduction to provide for an
annuity under such section 8445); and

“fB) shall not be effective, in the case of
an employee or Member who is then mar-
ried, unless it is made with the spouse’s
written consent.

The Office shall by regulation provide that
subparagraph (B) may be waived for eilher
of the reasons set forth in section 8416(a)(2).
“§ B418. Survivor elections; deposit; offsets

“fa)f1) An individual who makes an elec-
tion under subsection (b) or (c) of section
8416 or seclion 8417(b) which is required (o
be made within 2 years after the date of a
prescribed event shall deposit into the Fund,
before the expiration of the 2-year period in-
volved, an amount determined by the Office
fas nearly as may be administratively feasi-
ble) to reflect the amount by which the an-
nuily of such individual would have been re-
duced if the election had been in effect since
the date of retirement (or, if later, and in the
case of an election under such section
8416(b), since the dute the previous reduc-
tion in the annuity of such individual was
terminated under paragraph (1) or (2) of
section 8§419(b)), plus interest.

“r2) Interest under paragraph (1) shall be
compulted at the rate of 6 percent a year.
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“tb) If the electing individual does not
make the deposit required under subsection
fal, the Office shall collect such amount by
offset against such individual's annuity, up
to a maximum of 25 percent of the net annu-
ity otherwise payable, and the individual is
deemed to consent to such affset.

“fe) Subsections (a) and (b) shall not
apply i/—

“r1) the employee or Member makes an
election under section 8416(b) or (c) after
ha‘;ing made an election under section 8§420;
an

“(2) the election under such section 8420
becomes void under subsection (bJ)(3) or
fel)(2) of such section 8416.

“fd) The Office shall prescribe regulations
under which the survivor of an employee or
Member may make a deposit under this sec-
tion.

“§ 8419. Surviver reductions; computation

“Ya)1) Except as provided in paragraph
f2), the annuity of an annuitant computed
under section 8415, or under seclion 8452
fincluding subsection (a)(2) of such section,
if applicable), shall be reduced by 10 percent
if a survivor annuity, or a combination of
survivor annuities, under section 8442 or
8445 (or both) are Lo be provided for.

“t2)(A) If no survivor annuity under sec-
tion 8442 is lo be provided for, but one or
more survivor annuities under section 8445
involving a total of less than the entirely of
the amount referred to in subsection (b)(2)
of such section are to be provided for, the
annuity of the annuitant involved (as com-
puted under section 8415, or under section
8452 (including subsection (a)f2) of such
section, if applicablel)), shall be reduced by
an appropriate percentage determined
under subparagraph (B).

“YB) The Office shall prescribe regulations
under which an appropriate reduction
under -this paragraph, not to exceed a lotal
aof 10 percent, shall be made.

“tb)(1) Any reduction in-an annuity for
the purpose of providing a survivor annuity
Jor the current spouse of a retired employee
or Member shall be terminated for each full
month—

“fA) after the death of the spouse; or

“{B) after the dissolution of the spouse's
marriage to the employee or Member, except
that an appropriate reduction shall be made
thereafter if the spouse is entitled, as a
Sformer spouse, to a survivor annuily under
section 8445.

“t2) Any reduction in an annuity for the
purpose of providing a survivor annuity for
a former spouse of a retired employee or
Member shall be terminated for each full
month after the former spouse remarries
before reaching age 55 or dies. This reduc-
tion shall be replaced by appropriate reduc-
tions under subsection (a) if the retired em-
ployee or Member has one or more of the fol-
lowing:

“f4) another former spouse who is entitled
to a survivor annuity under section 8445;

“fB) a current spouse lo whom the employ-
ee or Member was married at the time of re-
tirement and with respect to whom a survi-
vor annuity was not waived under section
8416fa) (or, if waived, with respect to whom
an election under section 8416(d) has been
made); or

“fC) a current spouse whom the employee
or Member married after retirement and
with respect to whom an election has been
made under subsection (b) or (c) of section
8416.
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“§ 8420. Insurable interest reductions

“fal)(1) At the time of reliring under sec-
tion 8412, 8413, or 8414, an employee or
Member who is found to be in good health by
the Office may elect to have such employee’s
or Member's annuity (as computed under
section 8415) reduced under paragraph (2)
in order to provide an annuily under sec-
tion 8444 for an individual having an insur-
able interest in the employee or Member.
Such individual shall be designated by the
employee or Member in writing.

“(2) The annuity of the employee or
Member making the election is reduced by 10
percent, and by 5 percent for each full 5
years the individual named is younger than
the retiring employee or Member, except that
the total reduction may nol exceed 40 per-
cent.

“3) An annuity which is reduced under
this subsection shall, effective the first day
of the month following the death of the indi-
vidual named under this subsection, be re-
computed and paid as if the annuily had
not been so reduced.

“tb)(1) In the case of a married employee
or Member, an election under this section on
behalf of the spouse may be made only if any
right of such spouse to a survivor annuily
based on the service of such employee or
Member is waived in accordance with sec-
tion 84167a).

“t2) Paragraph (1) does not apply in the
case of an employee or Member if such em-
ployee or Member has a former spouse who
would become entitled to an annuily under
section 8445 as a survivor of such employee
or Member.

“§ 8420a. Alternative forms of annuities

“fa) The Office shall prescribe regulations
under which an employee or Member may,
at the time of retiring under this subchapler,
elect annuily benefits under this section in-
stead of any other benefits under this sub-
chapter, and any benefits under subchapter
IV of this chaptler, based on the service of the
employee or Member.

“fb) Subject lo subsection (c), the Office
shall by regulation provide for such alterna-
tive forms of annuities as the Office consid-
ers appropriate, except that among the alter-
natives offered shall be—

“(1) an alternative which provides for—

“(A) payment of the lump-sum credit (ex-
cluéting interest) to the employee or Member;
an

“{B} payment of an annuily to the employ-
ee ar Member for life; and

“f2) in the case of an employee or Member
who is married at the time of retirement, an
alternative which provides for—

“tA) payment of the lump-sum credit fex-
cluding interest) to the employee or Member;
and

“{B) payment of an annuity to the employ-
ee or Member for life, with a survivor annu-
ity payable for the life of a surviving spouse.

“fe) Each alternative provided for under
subsection (b) shall, to the ertent practica-
ble, be designed such thal the present value
of the benefils provided under such alterna-
tive fincluding any lump-sum credit) is ac-
tuarially equivalent to the sum of—

“f1) the present value of lhe annuily
which would otherwise be provided wunder
this subchapter, as computed under section
8415; and

“r2) the present value of the annuily sup-
plement which would otherwise be provided
fif any) under section §421.

“fd) An employee or Member who, al the
time of retiring under this subchapter—

“(1) is married, shall be ineligible to make
an election wunder this seclion unless a
waiver is made under section 8416/a); or
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“f2) has a former spouse, shall be ineligible
to make an election under this section if the
former spouse is entitled fo benefits under
section 8445 or 8467 (based on the service of
the employee or Member) under the terms of
a decree of divorce or annulment, or a court
order or court-approved property settlement
incident to any such decree, with respect to
which the Office has been duly notified.

“fe) An employee or Member who is mar-
ried at the time of retiring under this sub-
chapter and who makes an election under
this section may, during the 18month
period beginning on the date of retirement,
make the election provided for under section
8416(d/J, subject lo the deposit requirement
thereunder.

“§ 8421, Annuity supplement

“fa)(1) Subject to paragraph (3), an indi-
vidual shall, if and while entitled to an an-
nuily under subsection (a), (b), (d), or (e) of
seclion 8412, or under section 8414(c), also
be entitled to an annuity supplement under
this section.

“f2) Subject lo paragraph (3), an individ-
ual shall, if and while entitled to an annuity
under section 8412(f), or under subsection
fa) or (b) of section 8414, also be entitled to
an annuity supplement under this section if
such individual is at least the applicable
minimum retirement age under seclion
8412(h).

“t3N4) An individual whose entitlement
to an annuity under seclion 8412 or 8414
does not commence before age 62 is not enti-
tled to an annuity supplement under this
section.

“(B) An individual entitled to an annuity
supplement under this section ceases lo be
50 entitled afler the last day of the month
preceding the first month for which such in-
dividual would, on proper application, be
entitled to old-age insurance benefits under
title II of the Social Security Aet, but not
later than the last day of the month in
which such individual attains age 62.

“tb)f1) The amount of the annuity supple-
ment of an annuitant under this section for
any month shall be equal to the product of—

“fA) an amouni determined under para-
graph (2), multiplied by

3'?3) a fraction, as described in paragraph
3.

“f2) The amount under this paragraph for
an annuitant is an amount equal to the old-
age insurance benefit which would be pay-
able to such annuitant under title II of the
Social Security Act (without regard to sec-
tions 203, 215/a)(7), and 215(d)(5) of such
Act) upon attaining age 62 and filing appli-
cation ltherefor, delermined as if the annui-
tant had attained such age and filed appli-
cation therefor, and were a fully insured in-
dividual (as defined in section 214fa) of
such Act), on January 1 of the year in which
such annuitant's entitlement lo any pay-
ment under this section commences, except
that the reduction of such old-age insurance
benefit under section 202(gq) of such Act shall
be the marimum applicable for an individ-
ual born in the same year as the annuitant
In computing the primary insurance
amount under section 215 of such Act for
purposes of this paragraph, the number of
elapsed years (referred (o in seclion
215(b)(2)(BJ)(iii) of such Acl and wused to
compute the number of benefit computatlion
years) shall not include years beginning
with the year in which such annuitant’s en-
titllement to any payment under this section
commences, and—

“t4) only basic pay for service performed
fif any) shall be taken inlo account in com-
puting the total wages and self~employment
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income of the annuitent for a benefit com-
pulation year;

“(B) for a benefit computation year which
commences after the date of the separation
with respect to which entitlement to the an-
nuitant’s annuity under this subchapter is
based and before the date as of which such
annuitant is treated, under the preceding
sentence, to have atitained age 62, the total
wages and self-employment income of such
annuitant for such year shall be deemed to
be zero; and

“IC) for a benefit computation year after
age 21 which precedes the separation re-
ferred to in subparagraph (B), and during
which the individual did not perform a full
vear of service, the total wages and self-em-
ployment income of such annuitant for such
vear shall be deemed to have been an
amount equal to the product of—

“(i) the average tolal wages of all workers
for that year, multiplied by

“fii) a fraction—

“tI) the numerator of which is the total
basic pay of the individual for service per-
Jormed in the first year thereafter in which
such individual performed a full year of
service; and

“(II) the denominator of which is the aver-
age lotal wages of all workers for the year re-
ferred to in subclause (I).

“f3) The fraction under this paragraph for
any annuitant is a fraction—

“fA) the numerator of which is the annu-
itant’s total years of service (rounding a
Sraction to the nearest whole number, with Y%
being rounded to the next higher number),
nol lo exceed the number under subpara-
graph (B); and

“IB) the denominator of which is 40.

“4) For the purpose of this subsection—

“f4) the term ‘benefit computation year’
has the meaning provided in section
215(b)(2)(B)(i) of the Social Security Act;

“{B) the term ‘average tolal wages of all
workers’, for a year, means the average of
the total wages, as defined and computed
under section 215(bJ(3NAININI) of the
Social Security Act for such year; and

“fC) the term ‘service' does not include
military service.

“fc) An amouni under this section shall,
for purposes of section 8467, be treated in
the same way as an amount computed under
section 8415.

“§ 8421a. Reductions on account of earnings from
work performed while entitled to an annuity sup-
plement

“fa) The amount of the annuily supple-
ment to which an individual is entitled
under section 8421 for aeny month (deter-
mined without regard to subsection (c) of
such section) shall be reduced by the amount
of any exrcess earnings of such individual
which are required to be charged to such
supplement for such month, as determined
under subsection (bJ.

“tb) The amount of an individual’s excess
?ammgs shall be charged to months as fol-
ows.

“f1)(A) There shall be charged to each
month of a year under subsection (a) an
amount equal to the individual’s excess
earnings (as determined under paragraph
f2) with respect to such year), divided by the
number of the individual’'s supplement enti-
tlement months for such vear fas determined
under paragraph (3)).

“f{B) Notwithstanding subparagraph (4),
the amount charged to a month under sub-
section (a) may not exceed the amount of
the annuity supplement to which the indi-
vidual is entitled under section 8421 for
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such month (determined without regard to
subsection fc) of such section).

“f2) The excess earnings based on which
reductions under subsection fa) shall be
made with respect to an individual in a
vear—

“fA) shall be equal to 50 percent of so
much of such individual’s earnings for the
immediately preceding vear as erceeds the
applicable exempt amount for such preced-
ing vear; but

“fB) may not exceed the total amount of
the annuity supplement payments to which
such individual was entitled for such pre-
ceding year under section 8421 (determined
without regard to subsection (c) of such sec-
tion, and without regard to this seclion).

“13)(A) Subject to subparagraph (B), the
number of an individual’s supplement enti-
tlement months for a year shall be 12.

“{B) The number delermined under sub-
paragraph (A) shall be reduced so as not to
include any month after which such indi-
vidual ceases Lo be entitled to an annuity
supplement by reason of  sectlion
8421(a)(3)(B), relating to cessation of enti-
tlement upon attaining age 62.

“f4)(A) For purposes of this section, and
except as provided in subparagraph (B), the
‘earnings’ and the ‘applicable erempt
amount’ of an individual shall be deter-
mined in a manner consistent with applica-
ble provisions of section 203 of the Social Se-
curity Act,

“fB) For purposes of this seclion—

“(i) in determining the excess earnings of
any individual, only earnings attributable
to periods during which such individual
was entlitled to an annuity supplement
under section 8421 shall be considered; and

“fii) any earnings attributable to a period
before attaining the applicable retirement
age under section 8412rh) shall not be con-
sidered in determining the ercess earnings
of an individual who retires under section
8412(d) or fe), or section 8414(c).

“fc) If, after an individual ceases to be en-
titled to an annuity supplement under sec-
tion 8421 by reason of subsection (a)(3)(B)
of such section, any portion of the individ-
ual's excess earnings remains oulstanding,
an amount not to exceed 25 percent of the
amount otherwise payable to such individ-
ual under this chapter for each month shall
be deducted from such monthly payment
until the full amount of that outstanding
portion has been accounted for. To the
ertent practicable, reductions wunder this
subsection shall be made by a level percent-
age.

“(d) The Office shall prescribe regulations
under which this section shall be applied in
the case of a reemployed annuitant.

“§ 8422, Deductions from pay; contributions for
military service

“fa)(1) The employing agency shall deduct
and withhold from basic payv of each em-
ployee and Member a percentage of basic
pay determined in accordance with para-
graph (2).

“f2) The applicable percentage under this
subsection for any pay period shall be—

“(A) in the case of an employee (other than
a law enforcement officer, firefighter, air
traffic controller, or Congressional employ-
ee) a percentage equal lo—

“fi) 7 percent, minus

“(ii) the percentage then in effect under
section 3101fa) of the Internal Revenue
Code of 1954 (relating lo rate of tax for old-
age, survivors, and disabilily insurancel;
and

“{B) in the case of a Member, law enforce-
ment officer, firefighter, air traffic control-

CONGRESSIONAL RECORD—HOUSE

ler, or Congressional employee, a percentage
equal to—

“fi) 7% percent, minus

“fii) the same percentage as would apply
in the case of an employee under subpara-
graph (A)rii).

“fb) Each employee or Member is deemed
to consent and agree to the deductions
under subsection fa). Notwithstanding any
law or regulation affecting the pay of an em-
ployee or Member, payment less such deduc-
tions is a full and complele discharge and
acquitlance of all claims and demands for
regular services during the period covered
by the payment, except the right to any bene-
fits under this subchapter, or under sub-
chapter IV or V of this chapter, based on the
service of the employee or Member.

“fe) The amounts deducted and withheld
under this section shall be deposited in the
Treasury of the United States to the credit of
the Fund wunder such procedures as the
Comptroller General of the United Stales
may prescribe.

“fd) Under such regulations as the Office
may prescribe, amounts deducted under sub-
section (a) shall be entered on individual re-
tirement records.

“fe)(1) Each employee or Member who has
performed military service before the date of
the separation on which the entitlement to
any annuily under this subchapter, or sub-
chapter V of this chapler, is based may pay,
in accordance with such regulations as the
Office shall issue, to the agency by which the
employee is employed, or, in the case of a
Member or a Congressional employee, to the
Secretary of the Senate or the Clerk of the
House of Representalives, as appropriate,
an amount equal to 3 percent of the amount
of the basic pay paid under section 204 of
title 37 to the employee or Member for each
period of military service after December
1956. The amount of such payments shall be
based on such evidence of basic pay for mili-
tary service as the employee or Member may
provide, or if the Office delermines suffi-
cient evidence has not been so provided to
adequately determine basic pay for military
service, such payment shall be based on esti-
males of such basic pay provided to the
Office under paragraph (4).

“12) Any deposit made under paragraph
(1) more than two years after the later of—

“f4) January 1, 1987; or

“fB) the date on which the employee or
Member making the deposit first becomes an
employee or Member,
shall include interest on such amount com-
puted and compounded annually beginning
on the date of the expiration of the two-year
period. The interest rate that is applicable
in computing interest in any year under
this paragraph shall be equal to the interest
rate that is applicable for such year under
section 8334(e).

“3) Any payment received by an agency,
the Secretary of the Senate, or the Clerk of
the House of Representatives under this sub-
section shall be immediately remitted to the
Office for deposit in the Treasury of the
United States to the credit of the Fund.

“f4) The Secretary of Defense, the Secre-
tary of Transportation, the Secretary of
Commerce, or the Secretary of Health and
Human Services, as appropriate, shall fur-
nish such information to the Office as the
Office may determine to be necessary for the
administration of this subsection.

“§ 8423. Government contributions

“fa)(1) Each employing agency having
any employees or Members subject to section
8422(a) shall contribule to the Fund an
amount equal to the sum of—
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“(A) the product of—

“fi) the normal-cost percentage, as deter-
mined for employees (other than employees
covered by subparagraph (BJ)), multiplied by

“rii) the aggregate amount of basic pay
payable by the agency, for the period in-
volved, to employees and Members (under
clause (i)) who are within such agency.

“f2) In determining any normal-cost per-
centage to be applied under this subsection,
amounts provided for under section 8422
shall be taken into account.

“f3) Contributions under this subsection
shall be paid—

“f4) in the case of law enforcement offi-
cers, firefighters, air traffic controllers, mili-
tary reserve technicians, and other employ-
ees, from the appropriation or fund used to
pay such law enforcement officers, firefight-
ers, air traffic controllers, military reserve
technicians, or other employees, respective-
Ly,

“fB) in the case of elected officials, from
an appropriation or fund available for pay-
ment of other salaries of the same office or
establishment; and

“fC) in the case of employees of the legisla-
tive branch paid by the Clerk of the House of
Representatives, from the contingent fund of
the House.

“f4) A contribution to the Fund under this
subsection shall be deposited under such
procedures as the Comptroller General of the
United States may prescribe.

“(b)(1) The Office shall compute—

“(A) the amount of the supplemental li-
ability of the Fund with respect to individ-
uals other than those Lo whom subparagraph
fB) relates, and

“(B) the amount of the supplemental li-
ability of the Fund with respect to current
or former employees of the Uniled States
Postal Service (and the Postal Rate Commis-
sion) and their survivors;
as of the close of each fiscal year beginning
after September 30, 1987.

“f2) The amount of any supplemental li-
ability computed under paragraph (1)(4) or
(1)(B) shall be amortized in 30 equal annual
installments, with interest computed at the
rate used in the most recent valuation of the
System.

“f3) At the end of each fiscal year, the
Office shall notify—

“fA) the Secretary of the Treasury of the
amount of the installment computed under
this subsection for such year with respect to
individuals under paragraph (1)(A); and

“(B) the Postmaster General of the United
States of the amount of the installment com-
puted under this subsection for such vear
with respect to individuals under paragraph
(1)(B).

“f4)(A) Before closing the accounts for a
fiscal year, the Secretary of the Treasury
shall credit to the Fund, as a Government
contribution, out of any money in the Treas-
ury of the United States not otherwise ap-
propriated, the amount under paragraph
(3)(A) for such year.

“{B) Upon receiving notification under
paragraph (3)(B), the United States Postal
Service shall pay the amount specified in
such notification to the Fund.

“f5) For the purpose of carrying out para-
graph (1) with respect to any fiscal year, the
Office may—

“fA) require the Board of Actuaries of the
Civil Service Retirement System to make ac-
tuarial delerminations and valuations,
make recommendations, and maintain
records in the same manner as provided in
section 8347(f); and
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“{B) use the latest acluarial determina-
tions and valuations made by such Board of
Actuaries.

“fc) Under regulations prescribed by the
Office, the head of an agency may request re-
consideration of any amount determined Lo
be payable with respect to such agency
under subsection fa) or (b). Any such request
shall be referred to the Board of Actuaries of
the Civil Service Retiremeni System. The
Board of Actuaries shall review the compu-
tations of the Office and may make any ad-
justment with respect to any such amount
which the Board determines appropriate. A
determination by the Board of Actuaries
under this subsection shall be final
“§8424. Lump-sum benefits; designation of benefi-

ciary; order of precedence

“fa) Subject to subsection (b), an employee
or Member who—

“f1)(A) is separated from the service for at
least 31 consecutive days; or

“{B) is transferred lo a position in which
the individual is not subject to this chapter
and remains in such a position for at least
31 conseculive days;

“t2) files an application with the Office
Jor payment of the lump-sum credil;

“f3) is not reemployed in a position in
which the individual is subject to this chap-
ter at the time of filing the application, and

“t4) will not become eligible lo receive an
annuity within 31 days after filing the ap-
plication;
is entitled to be paid the lump-sum credit.
Ezcepl as provided in section 8420a, pay-
ment of the lump-sum credit to an employee
or Member voids all annuily rights under
this subchapter, and subchapters IV and V
of this chapter, based on the service on
which the lump-sum credil is based,

“tbi(1) Payment of the lump-sum credil
under subsection (a)—

“fA) may be made only if any current
spouse and any former spouse of the employ-
ee or Member are notified of the applicalion
by the employee or Member; and

“fB) in any case in which there is a former
spouse, shall be subject to the terms of a
court decree of divorce, annulment, or legal
separation issued with respect to such
former spouse if—

“(i) the decree expressly relates to any por-
tion of the lump-sum credit involved; and

“fii) payment of the lump-sum credil
would affect any right or interest of the
Jormer spouse with respect to a survivor an-
nuily under section 8445, or to any portion
of an annuily under section 8467.

“f2)(A) Notification of a spouse or former
spouse under this subsection shall be made
in accordance with such requirements as the
Office shall by regulation prescribe.

“t{B) Under the regulations, the Office may
provide that paragraph (1){A) may be
waived with respect to a spouse or former
spouse if the employee or Member establishes
to the satisfaction of the Office that the
whereabouts of such spouse or former spouse
cannot be determined.

“f3) The Office shall prescribe regulations
under which this subsection shall be applied
in any case in which the Office receives two
or more orders or decrees referred to in para-
graph (1)(BJ(i).

“fe) Under regulations prescribed by the
Office, an employee or Member, or a former
employee or Member, may designate one or
more beneficiaries under this section.

“fd) Lump-sum benefits authorized by sub-
sections (e) through (g) shall be paid to the
individual or individuals surviving the em-
ployee or Member and alive at the date title
to the payment arises in the following order
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of precedence, and the payment bars recov-
ery by any other individual

“First, to the beneficiary or beneficiaries
designated by the employee or Member in a
signed and witnessed writing received in the
Office before the death of such employee or
Member. For this purpose, a designation,
change, or cancellation of beneficiary in a
will or other document not so executed and
filed has no force or effect.

“Second, if there is no designated benefici-
ary, to the widow or widower of the employ-
ee or Member.

“Third, if none of the above, to the child or
children of the employee or Member and de-
scendants of deceased children by represen-
tation.

“Fourth, if none of the above, to the par-
ents of the employee or Member or the survi-
vor of them.

“Fifth, if none of the above, to the duly ap-
pointed exvecutor or administrator of the
estate of the employee or Member.

“Sixth, if none of the above, to such other
next of kin of the employee or Member as Lhe
Office determines to be enlilled under the
laws of the domicile of the employee or
Member at the date of death of the employee
or Member.

For the purpose of this subsection, ‘child’ in-
cludes a natural child and an adopted child,
but does not include a stepchild.

“fe) If an employee or Member, or former
employee or Member, dies—

“f1) without a survivor, or

“f2) with a survivor or survivors and the
right of all survivors under subchapter IV
terminates before a claim for survivor annu-
ity under such subchapter is filed,

the lump-sum credit shall be paid.

“tf) If all annuity rights under this chap-
ter fother than under subchapter III of this
chapter) based on the service of a deceased
employee or Member terminate before the
total annuily paid eguals the lump-sum
credit, the difference shall be paid.

“fg) If an annuitant dies, annuity accrued
and unpaid shall be paid.

“th) Annuity accrued and unpaid on the
termination, except by death, of the annuity
of an annuitant or survivor shall be paid to
that individual Annuity accrued and
unpaid on the death of a survivor shall be
paid in the following order of precedence,
and the payment bars recovery by any other
person.

“First, to the duly appointed erecutor or
administrator of the estate of the survivor.

“Second, if there is no executor or admin-
istrator, payment may be made, after 30
days from the date of death of the survivor,
to such next of kin of the survivor as the
Office delermines to be entitled under the
laws of the domicile of the survivor at the
date of death.

“§ 8425. Mandatory separation

“fa) An air traffic controller who is other-
wise eligible for immediate retirement under
section 8412fe) shall be separated from the
service on the last day of the month in
which that air traffic controller becomes 56
vears of age or completes 20 years of service
if then over that age. The Secrelary, under
such regulations as the Secrelary may pre-
scribe, may erempt a controller having ex-
ceptional skills and experience as a control-
ler from the automatlic separalion provi-
sions of this subsection until that controller
becomes 61 years of age. The Secretary shall
notify the controller in writing of the date of
separation at least 60 days before that date.
Action lo separate the controller is not effec-
tive, without the consent of the controller,
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until the last day of the month in which the
60-day notice expires.

“tb) A law enforcement officer or firefight-
er who is otherwise eligible for immediate
retiremenl under section 8412/d) shall be
separated from the service on the last day of
the month in which that law enforcement of-
ficer or firefighter becomes 55 years of age or
completes 20 years of service if then over
that age. If the head of the agency judges
that the public interest so requires, that
agency head may exempt such an employee
Jrom automatic separation under this sub-
section until that employee becomes 60 years
of age. The employing office shall notify the
employee in writing of the date of separa-
tion at least 60 days before that date. Action
to separate the employee is nol effective,
without the consent of the employee, until
the last day of the month in which the 60-
day notice expires.

“fec) The President, by Ezxeculive order,
may erempl an employee from automatic
separation under this section 1if the Presi-
dent determines the public interest so re-
quires.

“SUBCHAPTER II[-THRIFT SAVINGS

PLAN

“§ 8431. Definition

“Notwithstanding section 8401 of this
title, for the purpose of this subchapter, the
term ‘basic pay’, when used with respect to
an employee or Member, means the basic
pay of the employvee or Member established
pursuant to law, without regard to any pro-
vision of law (excepl secltions 5308 and
5382(b) of this title) limiting the rate of pay
actually payable in any pay period (includ-
ing any provision of law restricting the use
of appropriated funds).

“§ 8432. Contributions

“fa) An employee or Member may contrib-
ute to the Thrift Savings Fund in any pay
period, pursuant to an election under sub-
section (b)(1), an amount not to exceed 10
percent of such individual’s basic pay for
such period. Contributions made under this
subsection during any 6-month period for
which an election period is provided under
subsection (bi(1) shall be made each pay
period during such 6-month period pursuant
to a program of regular contributions pro-
vided in regulations prescribed by the Exec-
utive Director.

“tbJ)(1)(A) The Ezxecutive Director shall
prescribe regulations under which employees
and Members shall be afforded a reasonable
period every 6 months to elect to make con-
tributions under subsection fa), to modify
the amount to be contributed under such
subsection, or to terminate such contribu-
tions. An election to make such contribu-
tions shall remain in effect until modified
or terminaled.

“{B) The amount to be contributed pursu-
ant to an election under subparagraph (A)
shall be the percentage of basic pay or
amount designaled by the employee or
Member.

“(2) Under the regulations—

“t4) an employee or Member who has not
previously been eligible to make an election
under this subsection shall not become so el-
igible until the second period (described in
paragraph (1)) beginning afler the date of
commencing service as an employee or
Member;

“fB) an employee or Member whose ap-
pointment or election to a position or office
in the Federal Government follows a previ-
ous period of service during which that indi-
vidual met the requiremenits of subpara-
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graph (A) shall be eligible to make an elec-
tion under this subsection notwithstanding
any period of separation;

“C) an employee or Member who elects
under subparagraph (D) to terminate contri-
butions shall not again become eligible to
make an election under this subsection until
the second period (described in paragraph
(1)) commencing after the election to termi-
nate; and

“{D} an election to terminate may be made
under this subparagraph at any time other
than during a period afforded under para-
graph (1).

“(3) Notwithstanding paragraph (2)(A), an
employee or Member who elects to become
subject to this chapter under section 301 of
the Federal Employees’ Retirement System
Act of 1986 may make the first election for
the purpose of subsection (a) during the
period prescribed for such purpose by the
Ezxeculive Director. The period prescribed by
the Executive Director shall commence on
the date on which the employee or Member
makes the election to become subject to this
chapter.

“fc)(1) At the end of the pay period that
includes the first date on which an employee
or Member may make contributions under
subsection (a) (without regard to whether
the employee or Member has elected to make
such contributions during such pay period),
and at the end of each succeeding pay
period, the employing agency shall contrib-
ute to the Thrift Savings Fund for the bene-
fit of such employee or Member the amount
equal to 1 percent of the basic pay of such
employee or Member for such pay period.

“(2)(A) In addition to contributions made
under paragraph (1), the employing agency
of an employee or Member who contributles
to the Thrift Savings Fund under subsection
fa) for any pay period shall make a contri-
bution to the Thrift Savings Fund for the
benefit of such employee or Member. The em-
ploying agency’s contribution shall be made
al the end of such pay period.

“{B) The amount contributed under sub-
paragraph (4) by an employing agency with
respect to a contribution of an employee or
Member during any pay period shall be the
amount equal to the sum of—

“fi) such portion of the total amount of
the employee’s or Member’s contribution as
does not exceed 3 percent of such employee’s
or Member's basic pay for such period; and

“fii) ome-half of such portion of the
amount of the employee’s or Member's con-
tribution as exceeds 3 percent, but does not
exceed 5 percent, of such employee’s or Mem-
ber’'s basic pay for such pay period.

“f3)(A) There shall be conltributed to the
Thrift Savings Fund on behalf of each em-
ployee or Member described in subparagraph
fB) the amount determined under subpara-
graph (C).

“{B) An employee or Member referred to in
subparagraph (A) is an employee or Member
who—

“fi) is an employee or Member on January
1, 1987;

“fii) has creditable service described in
section 8411(b)(2) of this title; and

“fiii) has not received a refund of the
amount of the retirement deductions made
with respect to such service under seclion
204 of the Federal Employees’ Retirement
Contribution Temporary Adjustment Act of
1983.

“fC) The amount referred to in subpara-
graph (4) in the case of an employee or
Member is equal to the sum of—

“fi) 1 percent of the total basic pay paid to
such employee or Member for service de-
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scribed in section 8411(bJ)(2) of this title;
and

“fii) interest on such amount computed
with respect to such service in the manner
provided in paragraphs (2) and (3) of sec-
tion 8334fe) of this title.

“fD) The Secretary of the Treasury shall
credit to the Thrift Savings Fund, out of any
sums in the Treasury not otherwise appro-
priated, the amounts determined by the Di-
rector to be necessary to carry out this para-
graph.

“fd) Notwithstanding any other provision
of this section, no contribution may be
made under this section for any year to the
ertent that such contribution, when added
to prior contributions for such year, exceeds
any limitation under section 415 of the In-
ternal Revenue Code of 1954.

“fe) The sums required lo be contributed
to the Thrift Savings Fund by an employing
agency under subsection fc) for the benefit
of an employee or Member shall be paid
Jrom the appropriation or fund available to
such agency for payment of salaries of the
employee’s or Member's office or establish-
ment. When an emplovee or Member in the
legislative branch is paid by the Clerk of the
House of Representatives, the Clerk may pay
Jfrom the contingent fund of the House of
Representatives the contlribution that other-
wise would be contributed from the appro-
priation or fund used to pay the employee or
Member.

“(f) Amounts contributed by an employee
or Member under subsection (a) and
amounts contributed with respect to such
employee or Member under subsection fc)
shall be deposited in the Thrift Savings
Fund lo the credit of that employee’s or
Member’'s account in accordance with such
procedures as the Comptroller General of the
United States may, in consullation with the
Ezecutive Director, prescribe in regulations.

“fg)(1) Except as provided in paragraphs
f2) and (3), all contributions made under
this section shall be fully nonforfeitable
when made.

“f2) Contributions made for the benefit of
an employee under subsection fel)(1) and all
earnings atiributable to such contributions
shall be forfeited if the employee separates
Jrom Government employment before com-
pleting—

“fA) 2 years of civilian service in the case
of an employee who, at the time of separa-
tion, is serving in—

“fi) a position in the Senior Erxeculive
Service as a noncareer appointee (as defined
in section 3132fa)(7) of this tille);

“fii) a position listed in section 5312,
5313, 5314, 5315, or 5316 of this litle or a po-
sition placed in level IV or V of the Erecu-
tive Schedule under section 5317 of this litle;
or

“fiii) a position in the Ereculive branch
which is excepted from the compelitive serv-
ice by the Office by reason of the confiden-
tial and policy-determining character of the
posilion; or

“(B) 3 years of civilian service in the case
of an employee who is not serving in a posi-
tion described in subparagraph (A) at the
time of separation.

“f3) Contributions made for the benefit of
a Member or Congressional employee under
subsection fe)(1) and all earnings attributa-
ble to such contributions shall be forfeited if
the Member or Congressional emplovee sepa-
rates from Government employment before
compleling 2 years of civilian service.

“fh) No transfers or contributions may be
made lo the Thrift Savings Fund exrcept as
provided in this chapter or section 8351 of
this title.
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“§ 8433. Benefits and election of benefits

“fa) An employee or Member who sepa-
rates from Government employment is enti-
tled to the amount of the balance in the em-
ployee's or Member’s account (except for the
portion of such amount forfeited under sec-
tion 8432(g) of this title, if any) as provided
in this section.

“fb) Subject to section 8435 of this title,
any employee or Member who separales
Sfrom Government employment entitled to
an immediate annuity under subchapter II
of this chapter, any employee or Member
who separates from Government employ-
ment entitled to benefits under subchapter I
of chapter 81 of this title, and any employee
or Member who is entitled to receive disabil-
ity benefils under subchapter V of this chap-
ter is entitled and may elect—

“(1) to receive an immediale annuily from
the Thrift Savings Fund;

“f2) to defer the commencement of the
payment of an annuily from the Thrift Sav-
ings Fund until such date as the employee or
Member specifies, but not later than April 1
of the year following the year in which the
employee or Member becomes 70% years of
age;

“3) to withdraw the amount of the bal-
ance in the employee’s or Member's account
in the Thrift Savings Fund in one or more
substantially equal payments to be made not
less frequently than annually and to com-
mence before April 1 of the year following
the year in which the employee or Member
becomes 70% vears of age; or

“f4) to transfer the amount of the balance
in the employee’s or Member’s account to an
eligible retirement plan as provided in sub-
seclion fe).

“fc) Subject to section 8435 of this title,
any employee or Member who separates from
Government employment entitled to a de-
Sferred annuity under subchapter II of this
chapter is entitled and may elect—

“1) to receive an immediate annuity from
the Thrift Savings Fund;

“r2) to defer the commencement of the
payment of an annuily from the Thrift Sav-
ings Fund until such date as the employee or
Member specifies, but not later than April 1
of the year following the year in which the
employee or Member becomes 70% wears of
age;

“f3) to withdraw the amount of the bal-
ance in the employee’s or Member's account
in the Thrift Savings Fund in one or more
substantially equal payments to be made not
less frequently than annually and to com-
mence during any period which (A) com-
mences on or afler the date on which pay-
ment of the employee’s or Member's annuity
under subchapter II of this chapter com-
mences, and (B) ends not later than April 1
of the year following the year in which the
employee or Member becomes 70% vears of
age; or

“(4) to transfer the amount of the balance
in the employee’s or Member’s account to an
eligible retirement plan as provided in sub-
section fe).

“fd) Subject to section 8435 of this title,
any employee or Member who separales
Srom Government employment before be-
coming entitled to a deferred annuity under
subchapter II of this chapter shall transfer
the amount of the balance in the employee’s
or Member’s account to an eligible retire-
ment plan as provided in subsection fe).

“fe)(1) The Executive Director shall make
each transfer elected under subsection (b)(4)
or (¢c)(4) or required under subsection (d) di-
rectly to an eligible retirement plan or plans
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fas defined in section 402(a)(5)(E) of the In-
ternal Revenue Code of 1954) identified by
the employee, Member, former employee, or
former Member for whom the transfer is
made.

“t2) A transfer may not be made for an
employee, Member, former employee, or
Jormer Member under paragraph (1) until
the Executive Director receives from that in-
dividual the information required by the Ex-
ecutive Director specifically to identify the
eligible retirement plan or plans to which
the transfer is to be made.

“ff)(1) Subject lo paragraph (3)(A) and
subsections f(a) and (d) of section 8435 of
this title, an employee or Member may
change an election previously made under
this subchapter.

“t2) Subject to paragraph (3)(B) and sec-
tion 8435(d) of this title, a former employee
or Member who has made an election pursu-
ant to subsection (b)(2) or (¢)(2) may modify
the date specified in such election or in a
previous modification under this para-
graph.

“3)iA) A former employee or Member may
not change an election under this section on
or after the date on which a payment is
made in accordance with such eleclion or,
in the case of an election lo receive an an-
nuity, the date on which an annuily elecled
by the former emplovee or Member com-
mences.

“IB) A modification of a date may not be
made under paragraph (2) on or after such
date and may nol specify a date for the com-
mencement of an annuily earlier than 1
month after the date on which the modifica-
tion is submilled lo the Executive Direclor.

“fg) If an employee or Member (or former
employee or Member) dies without having
made an election under this section or after
having elected an annuily under Lhis sec-
tion but before making an election under
section 8434 of this title, an amount equal to
the value of that individual’s account (as of
death) shall, subject to any decree, order, or
agreement referred to in seclion 8435(d)(2)
of this title be paid in a manner consistent
with section 8424(d) of this title.

“fth) Unless otherwise elected under this
section, benefils under this subchapter shall
be paid as an annuity commencing for an
employee, Member, former employee, or
Jormer Member on February I of the year
JSollowing the latest of the year in which—

“f1) the employee, Member, former employ-
ee, or former Member becomes 65 years of
age;

“f2) occurs the tenth anniversary of the
year in which the employee, Member, former
employee, or former Member became subject
to this subchapler; or

“t3) the employvee, Member, former employ-
ee, or former Member separates from Gov-
ernment employment.

“fi)(1) AL any time after December 31,
1987, and before separation, an employee or
Member may apply to the Board for permis-
sion fo borrow from the employee’s or Mem-
ber’s account an amount nol exceeding Lthe
value of that portion of such account which
is attributable lo contributions made by the
employee or Member under section 8432fa)
of this title.

“f2) An application under this subseclion
may be approved only for—

“fA) the purchase of a primary residence;

“fB) educational expenses,

“fC) medical expenses; or

“(D) financial hardship.

“f3) Loans under this subsection shall be
subject to such conditions as the Board may
prescribe consistent with section 408(b)(1)
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of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1108(b)(1)). The condi-
tions shall be included in regulations issued
by the Executlive Director.

“f4) A loan may not be made under this
subsection to the extent that the loan would
be treated as a taxable distribution under
section 72(p) of the Internal Revenue Code
of 1954.

“f5) A loan may not be made under this
subsection unless the requirements of sec-
tion 8435(f) of this title are satisfied.

“§ 8434. Annuities: methods of payment; election;
purchase

“fa/(1) The Board shall prescribe methods
of payment of annuities under this subchap-
ter.

“(2) The methods of payment prescribed
under paragraph (1) shall include, but not
be limited to—

“f4) a method which provides for the pay-
ment of a monthly annuily only to an annu-
itant during the life of the annuitant;

“f{B) a method which provides for the pay-
ment of @ monthly annuity to an annuitant
Jor the joint lives of the annuitant and the
spouse of the annuitant and an appropriate
monthly annuity to the one of them who sur-
vives the other of them for the life of the sur-
vivor,

“1C) a method described in subparagraph
(A) which provides annual increases in the
amount of the annuily payable;

“tD) a method described in subparagraph
(B) which provides annual increases in the
amount of the annuily payvable; and

“(E) a method which provides for the pay-
ment of @ monthly annuity—

“fi) to the annuitant for the joint lives of
the annuitant and an individual who is des-
ignated by the annuitant under regulations
prescribed by the Execulive Direclor and (I}
is a former spouse of the annuitant, or (II)
has an insurable interest in the annuitant;
and

“fii) Lo the one of them who survives the
other of them for the life of the survivor.

“fb) Subject to section 8435(c) of this tille,
under such regulalions as the Execulive Di-
rector shall prescribe, an employee, Member,
former employee, or former Member who
elects under section 8§433 of this title to re-
ceive an annuity under this subchapter shall
elect, on or before the date on which the an-
nuity commences, one of the methods of pay-
ment prescribed under subsection (a).

“fc) Notwithstanding an elimination of a
method of payment by the Board—

“(1) an employee, Member, former employ-
ee, or former Member who is entitled under
section 8412 of this title to an immediale
annuity not reduced under section 8415(f) of
this title may elect the eliminated method if
the elimination of such method became ef-
Sective less than 5 years before the dale on
which the annuity commences, and

“f2) any other employee, Member, former
employee, or former Member may elect such
method of payment for amounts contributed
by or on behalf of the employee, Member,
Sformer employee, or former Member under
section 8432 of this tille before such effective
date and for earnings atiributable to such
amounts,

“fd)i1) At the time an annuily is lo com-
mence under this subchapter, the Executive
Director shall expend the balance in the an-
nuitant’s account to purchase an annuily
contract from any entity which, in the
normal course of its business, sells and pro-
vides annuilies.

“f2) The Ereculive Direclor shall assure,
by contract entered into with each entity
from which an annuily contract is pur-
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chased under paragraph (1), that the annu-
ity shall be provided in accordance with the
provisions of this subchapter and subchap-
ter VII of this chapter.

“13) An annuity contract purchased under
paragraph (1) shall include such terms and
conditions as the Erxeculive Director re-
quires for the protection of the annuitant,

“(4) The Executive Director shall require,
Sfrom each entity from which an annuily
coniract is purchased under paragraph (1),
a bond or proof of financial responsibility
sufficient to protect the annuitant.

“§ 8435. Protections for spouses and former spouses

“la)(1}{A) A married employee or Member
for former employee or Member) may make
an election under subsection (b)(3), (bl(4),
fe)i3), or fel)id) of section 8433 of this title or
change an election previously made under
subsection (bJ(1), (b)i2), fe)il), or (c)i2) of
such section only if the employee or Member
for former employee or Member) satisfies the
requirements of subparagraph (B).

“{B) An employee or Member for former
employee or Member) may make an election
or change referred to in subparagraph (A) if
the employee or Member and the employee's
or Member’'s spouse (or the former employee
or Member and the former employee’s or
Member’s spouse) jointly waive, by written
election, any right which the spouse may
have to a survivor annuity with respect to
such employee or Member for former employ-
ee or Member) under section 8434 of this
title or subsection (cl.

“f2) Paragraph (1) shall not apply to an
election or change of election by an employ-
ee or Member f(or former employee or
Member) who establishes to the satisfaction
of the Executive Direclor (at the time of the
election or change and in accordance with
regulations prescribed by the Executive Di-
rector)—

“rA) that the spouse’s whereabouls cannot
be determined; or

“fB) that, due to exceplional circum-
stances, requiring the spouse’s waiver would
otherwise be inappropriate.

“fb)(1) Excepl as provided in paragraph
(2), a transfer may be made by an employee
or Member for former employee or Member)
under section 8433rd) of this title only afler
the Executive Direclor notifies any current
spouse and each former spouse of the em-
ployee or Member (or former employee or
Member), if any, that the transfer is to be
made.

“f2) Paragraph (1) may be waived with re-
spect to a spouse or former spouse if the em-
ployee or Member (or former employee or
Member) establishes to the satisfaction of
the Executive Director that the whereabouts
of such spouse or former spouse cannot be
determined.

“fe)1) Notwithstanding any election
under subsection (b) of section 8434 of this
title, the method described in subsection
fa)f2)(B) of such section for, if more than
one form of such method is available, the
Sform which the Board determines lo be the
one which provides for a surviving spouse a
survivor ennuity most closely approrimat-
ing the annuity of a surviving spouse under
section 8442 of this title) shall be deemed the
applicable method under such subsection (b)
in the case of an employee, Member, former
employee, or former Member who is married
on the date on which the employee's, Mem-
ber’s, former employee’s, or former Member's
annuily commences under this subchapter.

“t2) Paragraph (1) shall not apply—
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“fA) in the case of an employee or Member
reliring under section 8412, 8413, 8414, or
8451 of this title if—

“(i) a joint waiver of such method is made,
in writing, by the employee or Member and
the spouse; or

“fii) the employee or Member waives such
method, in writing, after establishing to the
satisfaction of the Executive Director that
circumstances described in subsection
fa)(2)(A) or (a)(2)(B) make the requirement
of a joint waiver inappropriate; or

“{B) in the case of an employee or Member
nol covered by subparagraph (AJ), if the em-
ployee or Member waives such method
after—

“fi) having provided notification to the
spouse of intent lo waive; or

“fii) establishing to the satisfaction of the
Ezecutive Director thal the whereabouts of
such spouse cannot be determined.

“fd)(1) An election, change of election, or
modification of the commencement date of a
deferred annuity shall not be effective under
this subchapter and a transfer may not be
made under section 8433(d) of this tille to
the extent that the election, change, modifi-
cation, or transfer conflicts with any court
decree, order, or agreement described in
paragraph (2).

“12) A courl decree, order, or agreement re-
Serred to in paragraph (1) is, with respect to
an employee or Member (or former employee
or Member), a courl decree of divorce, an-
nulment, or legal separation issued in the
case of such employee or Member for former
employee or Member) and any former spouse
of the employee or Member for former em-
ployee or Member) or any court order or
court-approved property settlement agree-
ment incident to such decree if—

“fA) the decree, order, or agreement ex-
pressly relates to any portion of the balance
in the employee’s or Member’s (or former em-
ployee’s or Member's) account; and

“{B) notice of the decree, order, or agree-
ment was received by the Executive Direclor
before—

“fi) the date on which payment is made,
or

“fii) in the case of an annuily, the date on
which the annuity commences,

in accordance with the election, change,
modification, or contribution referred to in
paragraph (1).

“{3) The Execulive Director shall prescribe
regulations wunder which this subseclion
shall be applied in any case in which the Ex-
eculive Director receives (wo or more de-
crees, orders, or agreemenis referred lo in
paragraph (1).

“fe)(1) Subject to paragraphs (2) through
(7), a former spouse of a deceased employee
or Member (or a deceased former employee
or Member) who died after performing 18 or
more months of service and a former spouse
of a deceased former employee or Member
who died entitled to an immediate or de-
ferred annuily under subchapter II of this
chapter is entitled lo a survivor annuity
under this subsection if and to the extent
that—

“t4) an election under
8434(a)(2)(E) of this title, or

“f{B) any court decree, order, or agreement
fdescribed in subsection (dJ)i(2), without
regard lo subparagraph (B) of such subsec-
tion) which relates to such deceased individ-
ual and such former spouse,
expressly provides for such survivor annu-
ity.

“f2) Paragraph (1) shall apply only lto pay-
ments made by the Executive Direclor after
the date on which the Executive Director re-

section
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ceives written notice of the election, decree,
order, or agreement, and such additional in-
Jormation and documentation as the Execu-
tive Director may require.

“t3) The amount of the survivor annuity
payable from the Thrift Savings Fund o a
former spouse of a deceased employee,
Member, former employee, or former Member
under this section may not exceed the excess,
if any, of—

“fA) the amount of the survivor annuily
determined for a surviving spouse of the de-
ceased employee, Member, former employee,
or former Member under the method de-
scribed in subsection fc)i1), over

“({B) the total amount of all other survivor
annuities payable under this subchapter to
other former spouses of such deceased em-
ployee, Member, former employee, or former
Member based on the order of precedence
provided in paragraph (4).

“t4) If more than one former spouse of a
deceased employee, Member, former employ-
ee, or former Member is entitled to a survi-
vor annuily pursuant to this subsection, the
amount of each such survivor annuily shall
be limited appropriately to carry out para-
graph (3) in the order of precedence estab-
lished for the entitlements by the chronologi-
cal order of the dates on which elections are
properly made pursuant (o section
8434(a)i2/E) of this title and the dales on
which the court decrees, orders, or agree-
ments applicable to the enlitlement were
issued, as the case may be.

“(5) Subsections (c) and (d) of section 8§445
of this title shall apply to an entitlement of
a former spouse to a survivor annuity under
this subsection.

“f6) For the purposes of Lhis section, a
court decree, order, or agreement or an elec-
tion referred to in subsection (a) of this sec-
tion shall not be effective, in the case of a
Sormer spouse, to the extent that the election
is inconsistent with any joint waiver previ-
ously erecuted with respect to such former
spouse under subsection (al(2) or (c)(2).

“17) Any payment under this subsection to
any individual bars recovery by any other
individual.

“(f)1)(A) A loan may be made to a mar-
ried employee or Member under section
8433(i) of this title only if the employee’s or
Member’s spouse consents to such loan in
writing.

“YB) A consenit under subparagraph (A)
shall be irrevocable wilh respect to the loan
to which the consent relales.

“YC) Subparagraph (A) shall not apply to a
loan to an employee or Member who estab-
lishes to the satisfaction of the Executive Di-
rector fal the time the employee or Member
applies for such loan and in accordance
with regulations prescribed by the Execulive
Director)—

“(i) that the spouse's whereabouls cannot
be delermined; or

“fii) that, due to exceptional circum-
stances, requiring the employee or Member
to seek the spouse’s consent would otherwise
be inappropriate.

“f2) An application for a loan under sec-
tion 8433(i) of this title shall not be ap-
proved if approval would have the resull de-
scribed in subsection (dJ)(1).

“fg) Waivers and notificaltions required by
this section and waivers of the requirements
Jor such waivers and notifications fas au-
thorized by this section) may be made only
in accordance with procedures prescribed by
the Execulive Director.

“th) The protections provided by this sec-
tion are in addilion to the protections pro-
vided by section 8467 of this title.
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“§ 8436. Administrative provisions

“fa) The Executive Director shall make or
provide for payments and transfers in ac-
cordance with an election of an employee or
Member under section 8433 or §8434(b) of this
title or, if applicable, in accordance with
section 8435 of this title.

“tb) Any election, change of election, or
modificalion of a deferred annuity com-
mencement date made under this subchapter
shall be in writing and shall be filed with
the Erecutive Director in accordance with
regulations prescribed by the Execulive Di-
rector.

“$ 8437. Thrift Savings Fund

“ta) There is established in the Treasury of
the United States a Thrift Savings Fund.

“fb) The Thrift Savings Fund consists of
the sum of all amounts conlributed under
section 8432 of this tlitle and all amounts de-
posited under section 8479(b) of this title,
increased by the total net earnings from in-
vestments of sums in the Thrift Savings
Fund or reduced by the total net losses from
investments of the Thrift Savings Fund, and
reduced by the total amount of payments
made from the Thrift Savings Fund (includ-
ing payments for administrative expenses).

“fe) The sums in the Thrift Savings Fund
are appropriated and shall remain available
without fiscal year limitation—

“f1) to invest under section 8438 of lhis
title;

“f2) to pay benefils or purchase annuity
contracts under this subchapter;

“f3) to pay the administrative expenses of
the Federal Retirement Thrift Imvestment
Management System prescribed in subchap-
ter VII of this chapter;

“f4) to make distribulions for the purposes
of section 8440(b) of this title;

“(5) to make loans to employees and Mem-
bers as authorized under section 8433(i) of
this title; and

“(6) to purchase insurance as provided in
section 8479(b)(2) of this tille.

“fd) Administrative expenses incurred lo
carry out this subchapter and subchapter
VII of this chapter shall be paid first out of
any sums in the Thrift Savings Fund forfeit-
ed under section 8432fg) of this title and
then out of net earnings in such Fund at-
tributable to sums contributed to such Fund
under section 8432(c) of this title.

“fe)(1) Subject to paragraphs (2) and (3),
sums in the Thrift Savings Fund credited to
the account of an employee, Member, former
employee, or former Member may not be
used for, or diverled to, purposes other than
for the exclusive benefit of the employee,
Member, former employee, or former Member
or his beneficiaries under this subchapter.

“t2) Excepl as provided in paragraph (3),
sums in the Thrift Savings Fund may not be
assigned or alienated and are not subject to
execution, levy, attachment, garnishment, or
other legal process. For the purposes of this
paragraph, a loan made from such Fund to
an employee or Member shall not be consid-
ered to be an assignment or alienation.

“3) Moneys due or payable from the
Thrift Savings Fund to any individual and,
in the case of an individual who is an em-
ployee or Member for former employee or
Member), the balance in the account of the
employee or Member (or former employee or
Member) shall be subject to legal process for
the enforcement of the individual’s legal ob-
ligations to provide child support or make
alimony payments as provided in section
;gg of the Social Security Act (42 U.S.C.

/A
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“(f} The sums in the Thrift Savings Fund
shall not be appropriated for any purpose
other than the purposes specified in this sec-
tion and may not be used for any other pur-
pose.

“fg) All sums contributed to the Thrift
Savings Fund by an employee or Member or
by an employing agency for the benefil of
such employee or Member and all net earn-
ings in such Fund attributable to invest-
ment of such sums are held in such Fund in
trust for such employee or Member.,

“§ 8438. Investment of Thrift Savings Fund

“fa) For the purposes of this section—

“f1) the term ‘Common Stock Index Invest-
ment Fund' means the Common Stock Index
Investment Fund established under subsec-
tion (b)(1)(C);

“t2) the term ‘equity capital’ means
common and preferred stock, surplus, undi-
vided profits, conlingency reserves, and
other capital reserves;

“(3) the term ‘Fixed Income Investment
Fund’ means the Fired Income Investment
Fund established under subsection (b)(1)(B);

“4) the term ‘Government Securities In-
vestment Fund' means the Government Se-
curities Investment Fund established under
subsection (b)(1)(A);

“(5) the term ‘net worth’ means capilal,
paid-in and contributed surplus, unassigned
surplus, conlingency reserves, group contin-
gency reserves, and special reserves;

“(6) the term ‘plan’ means an employee
benefit plan, as defined in section 3(3) of the
Employee Relirement Income Security Act
of 1974 (29 U.S.C. 1002(3));

“(7) the term ‘qualified professional asset
manager’ means—

“f4) a bank, as defined in section

202(a)(2) of the Investment Advisers Act of
1940 (15 U.S.C. 80b-2(a)(2)) which—

“ri) has the power to manage, acquire, or
dispose of assets of a plan; and

“fii) has, as of the last day of its latest
fiscal vear ending before the date of a deter-

mination for the purpose of this clause,
equily capital in excess of £1,000,000;

“(B) a savings and loan associalion, the
accounts of which are insured by the Federal
Savings and Loan Insurance Corporalion,
which—

“fi) has applied for and been granted trust
powers lo manage, acguire, or dispose of
assets of a plan by a State or Government
authority having supervision over savings
and loan associations, and

“tii) has, as of the last day of its latest
fiscal year ending before the date of a deter-
mination for the purpose of this clause,
equily capilal or nel worth in excess of
$1,000,000;

“(C) an insurance company which—

“fi) is qualified under the laws of more
than one State to manage, acquire, or dis-
pose of any assets of a plan;

“fii) has, as of the last day of ils latest
Siscal year ending before the date of a deter-
mination for the purpose of this clause, net
worth in excess of $1,000,000; and

“fiii) is subject to supervision and exami-
nation by a State authority having supervi-
sion over insurance companies; or

“ID) an investment adviser registered
under section 203 of the Investment Advisers
Act of 1940 (15 U.S.C. 80b-3) if the invest-
ment adviser has, on the last day of its latest
fiscal year ending before the date of a deter-
mination for the purpose of this subpara-
graph, total client assets under its manage-
ment and control in excess of $£50,000,000,
and—

“fi) the investment adviser has, on such
day, shareholder’s or partner’s equily in
excess of $750,000; or
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“fii) payment of all of the investment ad-
viser's liabilities, including any liabilities
which may arise by reason of a breach or
violation of a duty described in section 8477
of this title, is unconditionally guaranteed
by—

“(I) a person (as defined in section 8471(4)
of this tille) who directly or indirectly,
through one or more intermediaries, con-
trols, is controlled by, or is under common
control with the investment adviser and
who has, on the last day of the person’s
latest fiscal year ending before the date of a
determination for the purpose of this clause,
shareholder’s or partner's eguily in an
amount which, when added to the amount
of the shareholder’s or partner's equity of the
investment adviser on such day, exceeds
$750,000;

“(I1) a qualified professional asset manag-
er described in subparagraph (A), (B), or
fCJ); or

“(III) a broker or dealer registered under
section 15 of the Securities Exchange Act of
1934 (15 U.S.C. 780) that has, on the last day
of the broker’s or dealer’s latest fiscal year
ending before the date of a determination
Jor the purpose of this clause, net worth in
excess of $750,000; and

“(8) the term ‘shareholder’s or partner’s
equity’, as used in paragraph (7)(D) with re-
spect lo an investment adviser or a person
fas defined in section 8471(4) of this title)
who is affiliated with the investment advis-
er in a manner described in clause (ii)(I) of
such paragraph (7)(D), meuns the equity
shown in the most recent balance sheet pre-
pared for such invesiment adviser or affili-
ated person, in accordance with generally
accepled accounting principles, within 2
vears before the date on which the invest-
ment adviser’s status as a qualified profes-
sional asset manager is delermined for the
purposes of this section.

“fb)(1) The Board shall esteblish—

“fA) a Government Securities Investment
Fund under which sums in the Thrift Sav-
ings Fund are invested in securilies of the
United States Government issued as provid-
ed in subsection (f);

“{B) a Fixed Income Investment Fund
under which sums in the Thrift Savings
Fund are invested in—

“fi) insurance contracts;

“(ii) certificales of deposils; or

“fiii) other instruments or obligations se-
lected by qualified professional assel manag-
ers,
which return the amount invested and pay
interest, al a specified rate or rales, on that
amount during a specified period of time;
and

“IC) a Common Stock Inder Investment
Fund as provided in paragraph (2).

“12){A) The Board shall select an index
which is a commonly recognized index com-
prised of common stock the aggregate
market value of which is a reasonably com-
plete representation of the United States
equily markets.

“{B) The Common Stock Index Investment
Fund shall be invested in a porifolio de-
signed lo replicate the performance of the
index selected under subparagraph (A). The
portfolio shall be designed such that, to the
extent practicable, the percentage of the
Common Stock Index Investment Fund that
is invested in each stock is the same as the
percentage determined by dividing the ag-
gregate market value of all shares of that
stock by the aggregate markel value of all
shares of all stocks included in such indexr.

“fe)(1) Subject to subsection fe), the Execu-
tive Director shall invest the sums available
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in the Thrift Savings Fund for investment
as provided in elections made under subsec-
tion (d).

“(2) If an election has not been made with
respect to any sums in the Thrift Savings
Fund available for investment, the Erecu-
tive Director shall invest such sums in the
Government Securities Investment Fund.

“fd)(1) At least twice each year, an em-
ployee or Member (or former employee or
Member) may elect the investment funds re-
ferred to in subsection (b) into which the
sums in the Thrift Savings Fund credited to
such individual’s account and not subject to
szbsection fe) are to be invested or reinvest-
e

“f2) An election may be made under para-
graph (1) only in accordance with regula-
tions prescribed by the Executive Director
and within such period as the Executive Di-
rector shall provide in such regulations.

“fe)(1)(A) During each year specified
under column 1 of table I set oul in subpara-
graph (D), the Ereculive Director shall
invest, with respect to each employee,
Member, former employee, and former
Member not less than the percentage deter-
mined under subparagraph (B) of the
amount described in subparagraph (C) in
the Government Securities Investment
Fund,

“{BJ For the purposes of subparagraph (4),
the minimum percentage applicable to in-
vestments during a year specified under
column 1 of table I is the percentage which
corresponds to such vear under column 2 of
table I

“fC) The amount to be invested as provid-
ed in subparagraph (A) in any year specified
under column 1 of table I is the (otal
amount contributed to the Thrift Savings
Fund by an employee, Member, former em-
ployee, or former Member under section
8432¢a) of this title and available for invest-
ment during such year.

“{DJ) Table I is as follows:

“TaBLE I
Column 2
Minimum
percentage:
100
80
60

“Column 1
Year:

1987.
1988
1989.
1990. 40
1991 20.

“r2){A) During each year specified under
column 1 of table IT set out in subparagraph
(D), the Executive Director shall invest, with
respect to each employee, Member, former
employee, and former Member not less than
the percentage delermined under subpara-
graph (B) of the amount described in sub-
paragraph (C) in the Government Securities
Investment Fund.

“fB) For the purposes of subparagraph (4),
the minimum percentage applicable to in-
vestments during a year specified under
column 1 of table II is the percentage which
corresponds to such year under column 2 of
table II.

“IC) The amount to be invested as provid-
ed in subparagraph (A) in any year specified
under column 1 of table II is the total
amount contributed to the Thrift Savings
Fund for the benefit of an employee,
Member, former employee, or former Member
under section 8432(c) of this title and avail-
able for investment during such year.

“{DJ) Table Il is as follows:
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“Table IT
Column 2
Minimum
percentage:
100
80
60

“Column 1
Year:

1987-1992
1993.
1994
1995. 40
1996 20.

“(3)(A) Before 1992, the sums invested in
the Government Securities Investment Fund
as required by paragraph (1) and the earn-
ings aliributable to the investment of such
sums may not be reinvested in any invest-
ment fund other than the Government Secu-
rities Investment Fund.

“f{B) Before 1997, the sums invested in the
Government Securities Investment Fund as
required by paragraph (2) and the earnings
attributable to the investment of such sums
may not be reinvested in any investment
Sund other than the Government Securilies
Investment Fund.

“{fi(1) The Secretary of the Treasury is au-
thorized lo issue special interesi-bearing ob-
ligations of the United States for purchase
by the Thrift Savings Fund for the Govern-
ment Securilies Investment Fund.

“f2)(4) Obligations issued for the purpose
of this subsection shall have maturities
fixed with due regard to the needs of such
Fund as determined by the Executive Direc-
tor, and shall bear interest al a rate equal lo
the average market yield (compuled by the
Secretary of the Treasury on the basis of
market quotations as of the end of the calen-
dar month next preceding the date of issue
of such obligations) on all marketable inter-
est-bearing obligations of the United Stales
then forming a part of the public debt which
are not due or callable earlier than 4 years
after the end of such calendar month.

“fB) Any average markel yield compuled
under subparagraph (A) which is not a mul-
tiple of one-eighth of 1 percent, shall be
rounded to the nearest mulliple of one-
eighth of 1 percent,

“fg) The Board, other Governmenl agen-
« cies, the Executlive Director, an employee, a
Member, a former employee, and a former
Member may not exercise voling rights asso-
ciated with the ownership of securities by
the Thrift Savings Fund.

“§8439. Ac ti g and infor

“falf1) The Executive Director shall estab-
lish and maintain an account for each indi-
vidual for whom contributions are made
under seclion 8432(c)f1) of this title or who
makes contribulions to the Thrift Savings
Fund under section 8351 of this titie.

“t2) The balance in an individual’s ac-
count al any time is the excess of—

“f4) the sum of—

“fi) all contributions made to the Thrift
Savings Fund by the individual under sec-
tion 8432(a) or 8351 of this title;

“(ii) all contributions made lo such Fund
Jor the benefil of the individual under sec-
tion 8432(c) of this title; and

“fiii) the total amount of the allocations
made to and reductions made in the ac-
count pursuant to paragraph (3), over

“(B) the amounts paid out of the Thrift
Savings Fund with respect to such individ-
ual under this subchapter.

“3) Pursuani lo regulations prescribed by
the Executive Director, the Executive Direc-
tor shall allocate o each account an
amount equal to a pro rata share of the net
earnings and net losses from each invest-
ment of sums in the Thrift Savings Fund at-
tributable to sums credited to such account,
reduced by an appropriate share of the ad-
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ministrative expenses paid out of the net
earnings under section 8437(d) of this title,
as determined by the Executive Director.

“fb)(1) For the purposes of this subsection,
the term ‘qualified public accountant’ shall
have the same meaning as provided in sec-
tion 103fa)(3)(D) of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1023(al(3)iDJ}).

“(2) The Execulive Director shall annually
engage, on behalf of all individuals for
whom an account is maintained, an inde-
pendent qualified public accountant, who
shall conduct an eramination of all ac-
counts and other books and records main-
tained in the administration of this sub-
chapter and subchapter VII as the public ac-
counlant considers necessary to enable the
public accountant to make the determina-
tion required by paragraph (3). The exami-
nation shall be conducled in accordance
with generally accepted audiling standards
and shall involve such tests of the accounts,
books, and records as the public accountant
considers necessary.

“(3) The public accountant conducting an
examination under paragraph (2) shall de-
termine whether the accounts, books, and
records referred to in such paragraph have
been maintained in conformity with gener-
ally accepted accounting principles applied
on a basis consistent with the manner in
which such principles were applied during
the eramination conducted under such
paragraph during the preceding year. The
public accountant shall transmit to the
Board and the Comptroller General of the
Uniled States a report on his examination,
including his determination wunder this
paragraph.

“f4) In making a delermination under
paragraph (3), a public accountant may rely
on the correctness of any actuarial matter
certified by an enrolled actuary if the public
accountant states his reliance in the report
transmitted to the Board under such para-
graph.

“fe)(1) The Board shall prescribe regula-
tions under which each individual for whom
an account is mainlained shall be furnished
with—

“fA) a periodic statement relating to the
individual's account; and

“{B) a summary description of the invest-
ment oplions under section 8438 of this title
covering, and an evalualion of, each such
option the 5-year period preceding the date
as of which such evaluation is made.

“2) Information under this subsection
shall be provided at least 30 calendar days
before the beginning of each election period
under seclion 8432(bJ(1){A) of this title, and
in a manner designed to facilitate informed
decisionmaking with respect lo elections
under sections 8432 and 8438 of this title.

“fd) Each employee, Member, former em-
ployee, or former Member who elects to
invest in the Common Stock Inder Invest-
ment Fund or the Fized Income Investment
Fund described in paragraphs (1) and (3),
respectively, of seclion 8438(a) of this title
shall sign an acknowledgement prescribed
by the Executive Direclor which states that
the employee, Member, former employee, or
Sformer Member understands that an invest-
ment in either such Fund is made at the em-
ployee’s, Member’s, former emplovee’s, or
former Member’s risk, that the employee,
Member, former employee, or former Member
is not prolected by the Government against
any loss on such investment, and that a
return on such investment is not guaranteed
by the Government.
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“§ 8440. Tax treatment of the Thrift Savings Fund

“fa) For purposes of the Internal Revenue
Code of 1954—

“f1) the Thrift Savings Fund shall be treat-
ed as a (rust described in section 401fa) of
such Code which is exempt from taration
under section 501fa) of such Code;

“f2) any contribution to, or distribution
from, the Thrift Savings Fund shall be treat-
ed in the same manner as contributions to
or distributions from such a trust; and

“(3) subject to the provisions of subsection
(b} and any dollar limitation on the appli-
cation of section 402(a)(8) of such Code,
contributions to the Thrift Savings Fund
shall not be treated as distributed or made
available to an employee or Member nor as a
contribution made to the Fund by an em-
ployee or Member merely because the em-
ployee or Member has, under the provisions
of this subchapter and section 8351 of this
title, an election whether the contribution
will be made to the Thrift Savings Fund or
received by the employee or Member in cash.

“fb)(1) Subsection fa)(3) shall not apply to
the Thrift Savings Fund unless the Fund
meels Lhe antidiscrimination requirements
fother than any requirement relating to cov-
erage) applicable to arrangements described
in section 401(k) of the Internal Revenue
Code of 1954 and to matching contribulions.

“(2)(A) This subchapter shall not be treal-
ed as failing to meet the requirements of
paragraph (1) for any year if the amount of
the excess matching contributions and
excess employee contributions for such year
fand any income attributable to such contri-
butions) is distributed before the close of the
Sfollowing year. Such contributions fand
income) may be distributed without regard
to any other provision aof law.

“{B) For purposes of subparagraph (A), the
term ‘excess matching contributions’ means,
with respect to any year, the ercess of—

“ri) the aggregate amount of contributions
under section 8432(c) of this title actually
made on behalf of highly compensated em-
ployees fas defined for purposes of section
4011k} of the Internal Revenue Code of 1954)
Jor such year, over

“fii) the marimum amount of such contri-
butions permitted under the limitations of
paragraph (1) (determined by reducing con-
tributions made on behalf of highly compen-
sated employees in order of the matching
contribution percentages beginning with the
highest of such percentages).

“(C) For purposes of subparagraph (4), the
amount of ercess employee contributions
shall be determined under the principles of
subparagraph (BJ.

“{D) Any distribution of the excess match-
ing contributions or excess employee contri-
butions for any year shall be made to highly
compensated employees on the basis of the
respective portions of such amounts atirib-
utable to each of such employees.

“fE) No early distribution tax, if any,
under the Internal Revenue Code of 1954
shall be imposed on any amount required to
be distributed under subparagraph (4).

“fe) Subsection (a) shall not be construed
to provide that any amount of the employ-
ee’s or Member’s basic pay which is contrib-
uted to the Thrift Savings Fund shall not be
included in the term ‘wages’ for the purposes
of section 209 of the Social Security Act or
section 3121fa) of the Internal Revenue
Code of 1954.

“SUBCHAPTER IV—-SURVIVOR
ANNUITIES

“§ 8441, Definitions
“For the purpose of this subchapter—
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“(1) the term ‘widow’ means the surviving
wife of an employee, Member, or annuitant,
or of a former employee or Member, who—

“fA) was married to him for at least 9
months immediately before his death; or

_"IB; is the mother of issue by that mar-
riage;

“t2) the term ‘widower’ means the surviv-
ing husband of an employee, Member, or an-
m;lﬂant. or of a former employee or Member,
who—

“fA) was married to her for at least 9
months immediately before her death; or

“fB) is the father of issue by that mar-
riage;

“(3) the term ‘dependent’, in the case of
any child, means that the employee,
Member, or annuitant involved was, al the
time of death of the employee, Member, or
annuilant either living with or contriduting
to the support of such child, as determined
in accordance with such regulations as the
Office shall prescribe; and

“(4) the term ‘child’ means—

“fA) an unmarried dependent child under
18 vears of age, including (i) an adopted
child, (ii) a stepchild but only if the step-
child lived with the employee, Member, or
annuitant in o regular parent-child rela-
tionship, (iii) a recognized natural child,
and (iv) a child who lived with and jfor
whom a petition of adoption was filed by an
employee, Member, or annuitant and who is
adopled by the widow or widower of the em-
ployee, Member, or annuilant after the death
of such employee, Member, or annuitant;

“fB) such unmarried dependent child re-
gardless of age who is incapable of self-sup-
port because of mental or physical disability
incurred before age 18; or

“1C) such unmarried dependent child be-
tween 18 and 22 years of age who is a stu-
dent regularly pursuing a full-time course of
study or lraining in residence in a high
school, trade school, technical or vocational

institute, junior college, college, university,
or comparable recognized educational insti-
tution.

For the purpose of this paragraph and sec-
tion 8443, a child whose 22nd birthday
occurs before July 1 or after August 31 of a
calendar year, and while regularly pursuing
such a course of study or training, is deemed
to have become 22 years of age on the first
day of July after that birthday. A child who
is a student is deemed not to have ceased to
be a student during an interim between
school years if the interim is not more than
5 months and if such child shows to the sat-
isfaction of the Office that such child has a
bona fide intention of continuing to pursue
a course of study or training in the same or
different school during the school semester
for other period into which the school year
is divided) immedialely after the interim.

“§ 8442. Rights of a widow or widower

“fa)(1) Except as provided in subsection
fg), if an annuitant dies and is survived by
a widow or widower, the widow or widower
is entitled to an annuity equal to 50 percent
of an annuity compuied under section 8415
with respect to the annuitant, unless—

“CA) the right to an annuity was waived
under section 8416(a) fand no election was
subsequently made under section 8416(d)
nullifying the waiver), or

“(B) in the case of a marriage after retire-
ment, the annuitant did not file an election
under section 8416 (b) or (c), as lhe case
may be.

“r2) A spouse acquired after retirement is
entitled to an annuity under this subsection
fas provided in paragraph (1)) only upon
electing this annuity instead of any other
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survivor benefit to which such spouse may
be entitled under this subchapter or section
8424 or under another retirement system for
Government employees.

“tb)(1) If an employee or Member dies
after completing at least 18 months of civil-
ian service credilable under section 8411
and is survived by a widow or widower, the
widow or widower is entitled to—

“fA) an amount equal Lo the sum of—

“fi) 50 percent of the final annual rate of
basic pay for of the average pay, if higher)
of the employee or Member; and

“fii) $15,000 as adjusted under section
8462(e)); and

“(B) if the employee or Member completed
at least 10 years of service, an annuily equal
to 50 percent of an annuity compuled under
section 8415 with respect lto the employee or
Member, but without regard to subsection (f)
of such section.

“f2) The Office shall prescribe regulations
under which the toial amount payable to a
widow or widower under paragraph (1)(4)
may, al the election of the widow or widow-
er, be paid—

“fA) in a lump sum, or

“fB) on a monthly basis—

“(i) over a period of 3 years beginning on
the day after the employee’s or Member’s
death; or

“(ii) over any other period established

under the regulations.
Any method of payment provided for under
subparagraph (B) shall be designed such
that the present value of the benefils provid-
ed under such method is actuarially equiva-
lent to the present value of a lump-sum pay-
ment under subparagraph (4).

“13) An amount payable under paragraph
(1)(A) shall not be considered to be part of
an annuily for purposes of this chapler.

“fe)(1) If a former employee or Member
dies after having separated from the service
with title to a deferred annuily under sec-
tion 8413 bul before having established a
valid claim for an annuity, and is survived
by a widow or widower to whom married on
the date of separation, the widow or widow-
er may elect to receive—

“fA) an annuity under paragraph (2); or

“{B) the lump-sum credit, if the widow or
widower is the individual who would be en-
titled to the lump-sum credil and if such
widow or widower files application therefor
with the Office.

“C2)(A)1) Subject to clause (ii) and sub-
paragraph (B(ii), the annuity of the widow
or widower is equal to 50 percent of an an-
nuity computed under section 8415 for the
Jormer employee or Member.

“fii/fl) In computing an amount under
section 8415 for a former employee or
Member (described in subclause (II)) in
order to compute the annuity for a widow or
widower under this subsection, the computa-
tion under section 8415 shall be made as if
the former employee or Member had at-
tained the applicable minimum retirement
age under section 8412(h).

“(I1) This clause applies with respect to a
former employee or Member who dies before
having attained the applicable minimum re-
tirement age under section 8412(h).

“f{B)fi) Notwithstanding the first sentence
of subsection (d)(1), the annuity of the
widow or widower of a former employee or
Member under subparagraph (AJ)ii) com-
mences—

“(I) on the day after the date on which the
Sormer employee or Member would have at-
tained age 62; or

“(II) if the widow or widower so desig-
nales in the election, as of the day after the
death of the former employee or Member.
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“fii) The present value of the annuity of ¢
widow or widower who chooses the earlier
commencement date under clause (i)(II)
shall be actuarially equivalent to the present
value of an annuity computed for the widow
or widower, determined as if the commence-
g:ent date under clause (i/)(I) were applica-

e.

“t3)(4) Paragraphs (1) and (2) shall apply
only in the case of an employee or Member
who completes at least 10 years of service.

“fB) Nothing in this subsection shall be
considered lo affect the provisions of this
chapter relating to a lump-sum credil in the
case of the widow or widower of a former
employee or Member who dies after complet-
ing less than 10 years of service.

“fd)(1) The annuity of a widow or widow-
er under this section commences on the day
after the death of the individual on whose
service such annuily is based. This annuity
and the right thereto terminate on the last
day of the month before the widow or wid-
ower—

“rA) dies; or

“(B) remarries before becoming 55 years of
age.

“f2) In the case of a widow or widower
whose annuily under this section is termi-
nated because of remarriage before becom-
ing 55 years of age, the annuity shall be re-
stored al the same rate commencing on the
day the remarriage is dissolved by death, di-
voree, or annulment, i/—

“f4) the widow or widower elects to re-
ceive this annuity instead of any other sur-
vivor benefit to which such widow or wid-
ower may be entitled (under this subchapter
or section 8424 or under another retirement
system for Government employees) by
reason of the remarriage; and

“(B) any lump sum paid on termination
of the annuity is returned to the Fund.

“fe) The requirement in paragraphs (1)/4)
and (2)fA) of section 8441 that the widow or
widower of an annuitan!, employee, or
Member, or of a former employee or Member,
have been married to such individual for at
least 9 months immediately before the death
of the individual in order to qualify as the
widow or widower of such individual shall
be deemed satisfied in any case in which the
individual dies within the applicable 9-
month period, if—

“f1) the death of the individual was acci-
dental; or

“12) the surviving spouse of the individual
had been previously married to such indi-
vidual and subsequently divorced, and the
aggregate lime married is at least 9 months.

“tf)(1) Subject lo paragraph (4), a survivor
who is entitled lo an annuily under subsec-
tion fa) shall also be entilled to a supple-
mentary annuily under this subsection.

“12) A supplementary annuity under this
subsection shall be equal Lo the lesser of—

“f4) the amount by which the survivor’s
assumed CSRS annuily erceeds the annuity
payable to such survivor under subsection
fa); or

“fB) the amount determined under para-
graph (3).

‘“43)(A) Ezcept as provided in subpara-
graph (B), the amount under this paragraph
for a survivor is the amount of widow’s or
widower’s insurance benefits which would
be payable to such survivor under title II of
the Social Security Act (without regard to
sections 202(e)(7), 202(f)(2), and 203 of such
Act) based on the wages and self-employ-
ment income of the deceased annuitant, and
determined—

“fi) as of the date on which the annuitant
died; and
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“(ii) as if the survivor had allained age 60
and made application for those benefitls
under subsection fe) or (f) of section 202 of
such Act, as the case may be.

“(B) Any computation or determination
under this paragraph shall be made in ac-
cordance with the applicable provisions of
the Social Securily Act, except that in com-
puting any primary insurance amount
under section 215 of such Act for purposes of
determining an amount under this subsec-
tion, subparagraphs (A) and (C) of section
8§421(b)(2) shall apply.

“f4) A supplementary annuity under this
subsection—

“fA) shall be payable to a survivor only for
calendar months ending before the calendar
month in which such survivor first satisfies
the minimum age requirement under section
202(e)(1)(B)i) or 202(f)(1)(B)Mi) of the
Social Security Act, as the case may be;

“f{B) shall not be payable to a survivor
who would not be entitled to benefits under
subsection fe) or (f) of section 202 of the
Social Security Act based on the wages and
self-employment income of the deceased an-
nuitant (determined, as of the date of the
annuitant’s death, as if the survivor had at-
tained age 60 and made appropriate appli-
cation for benefils, but without regard to
any restriction under either such subsection
relating to remarriage); and

“(C) shall not be payable to a survivor for
any calendar month in which such survivor
is entitled (or would, on proper application,
be entitled) to benefits under section 202(g)

- of the Social Securily Acl (relating to moth-
er’s and father’s insurance benefils), or
under section 202 (el or (f) of such Act by
reason of having become disabled, based on
the wages and self-employment income of
the deceased annuitant.

“(5) For the purpose of this subsection, the
term ‘assumed CSRS annuily), as used in
the case of a survivor, means the amount of
the annuitly to which such survivor would be
entitled under subchapter III of chapter 83
of this title based on the service of the de-
ceased annuitant, delermined—

“tA) as of the day after the date of the an-
nuitant’s death;

“(B) as if the survivor had made appropri-
ate application therefor; and

“4C) as if the service of the deceased annu-
itant were creditable under such subchapter.

“6) An amount payable under this subsec-
tion shall be adjusted under section 8462
and shall otherwise be (reated under this
chapter in the same way as an amount pay-
able under subsection (a).

“fg)(1) If the widow or widower of an an-
nuitant under section 8452 (hereinafter in
this subsection referred to as a ‘disability
annuitant’) is determined under subsection
fa) to be entitled to an annuily based on the
service of such disabilily annuitant, the an-
nuily of the widow or widower shall be
equal lo 50 percent of the amount detler-
mined under paragraph (2), rather than of
the amount referred to in subseclion (al.

“f2)fA) Excep! as provided in subpara-
graph (B), the amount on which the annuily
of the widow or widower of a disabilily an-
nuitant is based shall be the amount of the
annuily to which such disability annuitant
was entitled, as computed under seclion
8452 (including appropriate reduction
under subsection (a)f2) of such section and
any adjustments under section 8462 allowed
under section 8452)), as of the day before the
date of the disability annuitant’s death.

“{BJfi) In the case of a widow or widower
entitled to an annuily based on the service
of a disability annuitant who dies before
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age 62, the amount under clause (ii) shall
apply instead of the amount which would
otherwise apply under subparagraph (4).

“tii)I) Subject to subclause (II), the
amount of the annuity to which the disabil-
ity annuitant was entitled as of the day
before the date of death shall be considered
to be the amount which would be computed
with respect to such disabilily annuitant
under section 8452(b) if the disabilily annu-
itant had attained age 62 on the day before
date of death.

“(II) For purposes of any such computa-
tion under section 8452(b)(2) pursuant fo
this clause, creditable service shall (in addi-
tion to the service which would otherwise be
used under subparagraph (B)(i) of such sec-
tion) include the period of time between
date of death and the date of the sixty-
second anniversary of the birth of the annu-
itant, and average pay shall be adjusted in
accordance with subparagraph (B)(ii) of
such section only through date of death.

“fh) The following rules shall apply not-
withstanding any other provision of this
section.

“f1) The annuity payable under this sec-
tion to a widow or widower may not exceed
the difference between—

“fA) the amount of the annuity which
would otherwise be payable to such widow
or widower under this section, and

“{B) the amount of the annuity payable to
any former spouse of the deceased employee,
Member, or annuitant, or former employee
or Member, based on an election made under
section 8417(b) or a court order previously
issued or agreement previously entered into
as described in seclion 84451a).

“f2) The amount payable under subsection
fb)f1)(A) to a widow or widower may not
exceed the difference between—

“fA) the amount which would otherwise be
payable to such widow or widower under
such subsection, and

“¢B) the portion of such amount payable
to any former spouse of the deceased em-
ployee, Member, or annuitant, or former em-
ployee or Member, based on a court order
previously issued or agreement previously
entered into.

“(3) A lump-sum credit under subsection
fe)(2) shall be subject to the same terms and
conditions as apply with respect to a lump-
sum credit under section 8424(b).

“§8443. Rights of a child

“fa)(1) If an employee or Member dies
after completing at least 18 months of civil-
ian service which is credilable under section
8411, or an annuitant dies, each surviving
child is, for any month, entitlied fo an annu-
ity equal to—

“fA) the amouni by which the applicable
amount under paragraph (2) for such month
exceeds the applicable amount under para-
graph (3) for such month, divided by

“{B) the number of children entilled to a
payment under this section for such month.

“t2) The applicable amount under this
paragraph for any month is the Llotal
amount to which the surviving child or chil-
dren (as the case may be) of the annuitant,
employee, or Member would be entitled for
such month under subchapter III of chapter
83 based on the service of such annuitant,
employee, or Member, if the service of such
annuitant, employee, or Member were credil-
able under such subchapter.

“(3) The applicable amount under this
paragraph for any month is the total
amount of child’s insurance benefits which
are payable for would, on proper applica-
tion, be payable) under title II of the Social
Security Act for such month based on the
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wages and self-employment income of such
annuitant, employee, or Member.

“Ib) The annuity of a child under this sub-
chapter—

“t1) commences on the day after the annu-
itant, employee, or Member dies,

“f2) commences or resumes on the first
day of the month in which the child later be-
comes or again becomes a student as de-
scribed by section 8§441(4), if any lump sum
paid is returned to the Fund; or

“t3) commences or resumes on the first
day of the month in which the child later be-
comes or again becomes incapable of self-
support because of ¢ mental or physical dis-
ability incurred before age 18 for a later re-
currence of such disability), if any lump
sum paid is returned lo the Fund.

This annuity and the right thereto termi-
nate on the last day of the month before the
child—

“fA) becomes 18 years of age unless then a
student as described or incapable of self-sup-
port;

“(B) becomes capable of self-support after
becoming 18 years of age unless then such a
student;

“C) becomes 22 years of age if then such a
student and capable of self-support;

“(D) ceases to be such a student after be-
coming 18 years of age unless then incapa-
ble of self-support; or

“E) dies or marries;
whichever occurs first. On the death of the
surviving wife or husband, or former wife or
husband, or termination of the annuily of @
child, the annuity of any other child or chil-
dren shall be recomputed and paid as
though the wife or husband, former wife or
husband, or child had not survived the an-
nuitant, employee, or Member.

“§ 8444. Rights of a named individual with an in-
surable interest

“The annuity of a survivor named under
section 8420(a) is 55 percent of the reduced
annuily of the relired employee or Member
determined under paragraph (2) of such sec-
tion 8420(a). The annuily of the survivor
commences on the day after the retired em-
ployee or Member dies. This annuity and the
right thereto terminalte on the last day of the
month before the survivor dies.

“§ 8445. Rights of a former spouse

“fa) Subject to subsections (b) through (e,
a former spouse of a deceased employee,
Member, or annuitant (or of a former em-
ployee or Member who dies after having sep-
arated from the service with title to a de-
Serred annuily under section 8413 but before
having established a valid claim for annu-
ity) is entitled to an annuily under this sec-
tion, if and to the extent expressly provided
Sor in an election under seclion 8417(bJ, or
in the terms of any decree of divorce or an-
nulment or any court order or court-ap-
proved properly settlement agreement inci-
dent to such decree.

“tbJ)(1) The annuily payable fo a former
spouse under this section may not exceed the
difference belween—

“(A) the amount applicable in the case of
such former spouse, as determined under
paragraph (2); and

“{B) the amount of any annuily payable
under this section to any other former
spouse of the employee, Member, or annui-
tant, or former employee or Member, based
on an election previously made under sec-
tion 8417(bJ), or a court order previously
issued or agreement previously entered into
as described in subsection (a).
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“f2) The applicable amount, for purposes
of paragraph (1)(A) in the case of a former
spouse, is the amount of the annuity which
would be payable under the provisions of
section 8442 (including subsection (f) of
such section, but without regard to subsec-
tion (h) of such section) if such former
spouse were a widow or widower entitled to
an annuily under such provisions based on
the service of the deceased employee,
Member, or annuitant, or former employee
or Member.

“fc) The commencement and lermination
of an annuily payable under this section
shall be governed by the terms of the appli-
cable order, decree, agreement, or election,
as the case may be, excepl that any such an-
nuity—

“t1) shall not commence before—

“{A) the day after the employee, Member,
or annuitant, or former employee or
Member, dies; or

“fB) the first day of the second month be-
ginning after the date on which the Office
receives wrilten notice of the order, decree,
agreement, or election, as the case may be,
together with such additional information
or documentation as the Office may pre-
scribe;
whichever is later; and

“f2) shall terminate no later than the last
day of the month before the former spouse
remarries before becoming 55 vears of age or
dies.

“fd) For purposes of this chapler, a modi-
fication in a decree, order, agreement, or
election referred to in subsection (a) shall
not be effective—

“(1) if such modification is made after the
retirement or death of the employee,
Member, or annuitant, or former employee
or Member, concerned, and

“f2) to the extent that such modification
involves an annuilty under this section.

“fe) For purposes of this chapter, a decree,
order, agreement, or election referred to in
subsection (a) shall not be effective, in the
case of a former spouse, to the extent that it
is inconsistent with any joint waiver previ-
ously erecuted with respect to such former
spouse under section 8416(a).

“(fir1) Any amount wunder seclion
8442(b)(1)(A) which would otherwise be pay-
able to a widow or widower based on the
service of another individual shall be paid
fin whole or in part) by the Office to a
Jormer spouse of such individual if and to
the ertent expressly provided for in the
terms of a court decree of divorce, annul-
ment, or legal separation, or the terms of a
court order or court-approved property set-
tlement incident lo any decree of divorce,
annulment, or legal separation.

“r2) Paragraph (1) shall apply only to pay-
ments made by the Office after the date of
receipt in the Office of wrilten notice of
such decree, order, or agreement, and such
additional information and documentation
as the Office may prescribe.

“fg) Any payment under this seclion to a
person bars recovery by any other person.

“SUBCHAPTER V—DISABILITY
BENEFITS

“§ 8451. Disability retirement

“fal)i1)fA) An employee who completes al
least 18 months of civilian service creditable
under section 8411 and has become disabled
shall be retired on the employee’s own appli-
cation or on application by the employee’s
agency.

“fB) For purposes of this subsection, an
employee shall be considered disabled only if
the employee is found by the Office to be
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unable, because of disease or injury, fto
render useful and efficient service in the em-
ployee’s position.

“f2)(A) Notwithstanding paragraph (1), an
employee shall not be eligible for disability
retirement under this section if the employee
has declined a reasonable offer of reassign-
ment to a vacant position in the employee’s
agency for which the employee is qualified if
the position—

“fi) is at the same grade (or pay level) as
the employee’s most recent grade (or pay
level) or higher;

“fii) is within the employee's commuling
area; and

“fiii) is one in which the employee would
be able to render useful and efficient service.

“(B) An employee who is applying for dis-
ability retirement under this subchapter
shall be considered for reassignment by the
employee’s agency to a vacanl position de-
scribed in subparagraph (A) in accordance
with such procedures as the Office shall by
regulatlion prescribe.

“{C) An employee is entitled to appeal to
the Merit Systems Protection Board under
section 7701 any determination that the em-
ployee is not unable, because of disease or
injury, to render useful and efficient service
in a position to which the employee has de-
clined reassignment under this section.

“tD) For purposes of subparagraph (A), an
employee of the United States Postal Service
shall not be considered qualified for a posi-
tion if such position is in a different craft or
if reassignment to such position would be
inconsistent with the terms of a collective-
bargaining agreement covering the employ-
ee.
“tb) A Member who completes at least 18
months of service as a Member and is found
by the Office to be disabled for useful and ef-
ficient service as a Member because of dis-
ease or injury shall be retired on the Mem-
ber’s own application.

“fe) An employee or Member reliring
under this section is entitled to an annuity
computed under secltion 8452

“§ 8452, Computation of disability annuity

“fal)(1)(A) Ezxcept as provided in para-
graph (2), or subsection (bJ), fe), or (d), the
ennuily of an annuitant under this sub-
chapter—

“(i) for the period beginning on the date
on which such annuily commences, or is re-
stored fas described in section 8455(bJ(2) or
(3)), and ending at the end of the twelfth
month beginning on or after such date, shall
be equal to 60 percent of the annuitant’s av-
erage pay, and

“fii) after the end of the period referred to
in clause (i), shall be equal to 40 percent of
the annuitant’s average pay.

“tB) An annuity compuled under this
paragraph shall not, for purposes of any ad-
justment under section 8462 (including any
adjustment under subsection fc)(1) of such
section), be considered fto have commenced
until after such annuily ceases to be deter-
mined under subparagraph (A)(i).

“t2)(4) For any month in which an annui-
tant is entitled both to an annuily under
this subchapter as compuled under para-
graph (1) and to a disabilily insurance bene-
fit under section 223 of the Social Security
Act, the annuitant's annuity for such month
fas so computed) shall—

“fi) if such month occurs during a period
referred to in paragraph (1)(A)(i), be re-
duced by 100 percent of the annuitant’s as-
sumed disability insurance benefit for such
month; or

“fii) if such wmonth occurs other than
during a period referred lo in paragraph
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f1)fA)(i), be reduced by 60 percent of the an-
nuitant’s assumed disabilily insurance ben-
efit for such month;

except that an annuily may not be reduced
below zero by reason of this paragraph.

“fBJ)(1) For purposes of this paragraph, the
assumed disability insurance benefit of an
annuitant for any month shall be equal to—

“(I) the amount of the disability insurance
benefit to which the annuitant would have
been entitled under section 223 of the Social
Security Act for the month in which the an-
nuity under this subchapter commenced, or
was restored, determined as if such annui-
tant had then satlisfied all requirements for
entitlement to a benefil under such section,
adjusted by

“(II) all adjustments made under section
8462(b) between the date on which the annu-
ity commenced, or was restored, and the
start of the month involved (without regard
to whether the annuitant’s ennuily was af-
fected by any of those adjustments).

For purposes of computing the assumed dis-
abilify insurance benefit, the month in
which the annuitant’s disability began fas
determined under section 216(i)(2)(C) of the
Social Security Act) shall be the month in
which the annuily commenced or, if earlier
fand if a determination was actually made)
the month determined under such section.

“fii) For purposes of applying section 224
of the Social Security Act to the assumed
disability insurance benefit used to compute
the reduction under this paragraph,
amount of the annuity under this subchap-
ter which is considered shall be the amount
of the annuity as determined before the ap-
plication of this paragraph.

“fb)(1) Except as provided in subseclion
(d), if an annuitant is entitled to an annu-
ity under this subchapter as of the day
before the date of the sixty-second anniver-
sary of the annuitant’s birth hereinafter in
this section referred to as the annuitant’s
‘redetermination date’), such annuity shall
be redetermined under paragraph (3) or (4),
as applicable. Effective as of the annuitant’s
redetermination date, the annuity (as so re-
determined) shall be in lieu of any annuity
to which such annuitant would otherwise be
entitled under this subchapter.

“12)(A) In order to carry out paragraphs
(3) and (4), the Office shall compute an an-
nuity for the annuilant under section 8415.

“(B) In performing a computation under
this paragraph—

“fi) creditable service of the annuitant
shall be increased by including the period
for periods), if any, before the annuitant’s
redetermination date during which the an-
nuitant was entitled to an annuily under
this subchapter; and

“fii) the average pay which would other-
wise be used shall be adjusted to reflect all
adjustments made under section 8462(b)
with respect to any period (or periods) re-
ferred lo in clause (i) (without regard to
whether the annuitant’s annuity was affect-
ed by any of those adjustments).

“{3) If, as of the day before the annuitant’s
redetermination date, the annuitant’s annu-
ity is subject to reduction under subsection
(a)(2), the annuitant’s redetermined annu-
ity shall be the lesser of—

“l4) the amount determined with respect
to such annuitant under paragraph (2); or

“(B) subjecl to the following sentence, the
amount (converted so as lo be expressed as
an annual amount) which would otherwise
be payable under this subchapter for the
month in which occurs the day before the
annuilant’s redetermination dale, as com-
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puted under subsection (a) (based on the as-
sumption that the annuitant was entitled lo
an annuity under this subchapter, and to a
disability insurance benefit under section
223 of the Social Security Act, for the entire-
ty of such month).

If the annuitant’s redetermination date
occurs during the period described in sub-
section (al)(1)(A), the amount used under
subparagraph (B) may not erceed the
amount fconverted so as lo be expressed as
an annual amount) which would otherwise
be payable under this subchapter for the
first month after such period, as computed
under subsection (a) based on the assump-
tion that the annuitant was entitled lo an
annuity under this subchapter, and to a dis-
ability insurance benefil under seclion 223
of the Social Security Act, for the entirety of
such month.

“r4) If, as of the day before the annuitant’s
redetermination date, the annuitant’s annu-
ily is not subject to reduction under subsec-
tion (a)(2), the annuitant’s redetermined
annuily shall be the lesser of—

“(A) the amount determined wilth respect
to such annuitant under paragraph (2); or

“{B) the amount which would be used for
such annuitant under subparagraph (B) of
paragraph (3) (as determined subject to the
second sentence of such paragraph), if such
paragraph applied to such annuitant

“fe) Except as provided in subseclion (d),
the annuity of an annuitant under this sub-
chapter shall be computed under section
8415 if—

“f1) such annuily commences, or is re-
stored, beginning on or afler the redetermi-
nation date of the annuitant or

“t2) as of the day on which such annuily
commences, or is restored, the annuilant
satisfies the age and service requirements
for entitlement to an annuily under section
8412 (other than subsection (g) of such sec-
tion).

“td) The annuity to which an annuitant is
entitled under this section shall not be less
than the amount of an annuily computed
under section 8415 (excluding subsection (f)
of such section).

“§ 8453. Application

“4A claim may be allowed under this sub-
chapter only if application is filed with the
Office before the employee or Member is sep-
arated from the service or within 1 year
thereafter. This time limilation may be
waived by the Office for an employee or
Member who, at the date of separation from
service or within 1 year thereafler, is men-
tally incompetent if the application is filed
with the Office within 1 year from the date
of restoration of the employee or Member to
competency or the appointment of a fiduci-
ary, whichever is earlier.

“§ 8454. Medical examination

“An annuitant receiving a disabilily re-
tirement annuily from the Fund shall be ex-
amined under the direction of the Office—

“f1) at the end of 1 year from the date of
the disability retirement; and

“f2) annually thereafter until becoming 60
vears of age;
unless the disability is permanent in charac-
ter. If the annuitant fails to submit to exam-
ination as required by this section, payment
of the annuity shall be suspended until con-
tinuance of the disability is satisfactorily
established.

“8 8455. Recovery; restoration of earning capacity

“fa)(1) If an annuilant receiving a dis-
ability retirement annuity from the Fund re-
covers from the disability before becoming
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60 years of age, payment of the annuily ter-
minates on reemployment by the Govern-
ment or 1 year after the date on which the
Office determines thal the annuitant has re-
covered, whichever is earlier.

“f2) If an annuitant receiving a disability
annuity from the Fund, before becoming 60
vears of age, is restored lo an earning capac-
ity fairly comparable to the current rate of
pay of the position occupied at the time of
retirement, payment of the annuitly termi-
nales 180 days after the end of the calendar
vear in which earning capacily is so re-
stored. Earning capacity is deemed restored
if in any calendar year the income of the an-
nuitant from wages or self-employment or
both equals at least 80 percent of the current
rate of pay of the position occupied immedi-
ately before retirement.

“tb)1) If an annuitant whose annuily is
terminated under subsection (a) is not reem-
ployved in a position in which that individ-
ual is subject to this chapter, such individ-
ual is deemed, except for service creditl, to
have been involuntarily separated from the
service for the purpose of subchapter II of
this chapter as of the date of termination of
the disability annuily, and after that termi-
nation is entitled to annuily under the ap-
plicable provisions of such subchapter.

“(2) If an annuilant whose annuily is ler-
minated under subsection fa)(2)—

“t4) is not reemployed in a position sub-
ject to this chapter; and

“{B) has not recovered from the disability
Jor which that individual was retired;

the annuity of such individual shall be re-
stored at the applicable rate under section
8452 effective the first of the year following
any calendar year in which such individ-
ual’s income from wages or self-employment
or both is less than 80 percent of the current
rate of pay of the position occupied immedi-
alely before retirement.

“(3) If an annuitant whose annuity is ter-
minated because of a medical finding that
the individual has recovered from disabilily
is not reemployed in a position in which
such individual is subject to this chapler,
the annuity of such individual shall be re-
stored at the applicable rale under sectlion
8452 effective from the date on which the
Office determines that there has been a re-
currence of the disabilily.

“f4) Paragraphs (2) and (3) shall not apply
in the case of an annuilant receiving an an-
nuity from the Fund under subchapter II of
this chapler.

“&§ 8456, Relationship to workers' compensation

“fal(1) An individual is not entitled Lo re-
ceive an annuily under this subchapter and
compensation for injury to or disability of
the individual under subchapler I of chapter
81 covering the same period of time.

“t2) Paragraph (1) does not bar the right
of a claimant to the greater benefit con-
Jerred by either subchapter referred to in
such paragraph for any part of the period
referred to in such paragraph.

“r3) Paragraph (1) and the provisions of
subchapter I of chapter 81 do not deny an
individual an annuity which the individual
is entitled to receive under this chapler on
account of service performed by the individ-
ual and do not deny any concurrent benefil
to the individual under subchapter I of
chapter 81 on account of the death of an-
other individual.

“fb)(1) Subject to paragraph (2), an indi-
vidual's receipl of a lump-sum payment for
compensation under section 8135 shall not
affect the individual’s entitlement to an an-
nuily under this subchapter.
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“t2) If an annuity is payable under this
subchapter by reason of the same disability
Sfor which a lump-sum payment of compen-
sation referred to in paragraph (1) has been
made, so much of the compensation as has
been paid for a period ertended beyond the
date payment of the annuily commences, as
determined by the Department of Labor,
shall be refunded to that Department for
credit to the Employees’ Compensation
Fund. Before the individual may receive the
disability annuity, the individual shall—

“fA) refund to the Department of Labor
the amount representing the commuted com-
pensation payments for the extended period,
or

“{B) authorize the deduction of the
amount from the annuity.

Deductions from the annuily may be made
Jrom accrued or accruing payments. The
amounts deducted and withheld from the
annuity shall be transmitted to the Depart-
ment of Labor for reimbursement to the Em-
ployees’ Compensation Fund. When the De-
partment of Labor finds that the financial
circumstances of an individual entitled to
an aennuily under this subchapter warrant
deferred refunding under this paragraph, de-
ductions from the annuily may be prorated
against and paid from accruing payments
in such manner as the Department deler-
mines appropriate.

“§ 8457. Military reserve technicians

“fa)(1) Excepl as provided in paragraph
f2) or (3), an individual shall be retired
under this subchapter if the individual—

“fA) is separated from employment as a
military reserve technician by reason of a
disability that disqualifies the individual
Srom membership in a reserve component of
the Armed Forces specified in section 261(a)
of title 10 or from holding the military grade
required for such employmenlt;

“{B) is not considered to be disabled under
section 8451fa)(1)(B);

“fC) is not appointed to a position in the
Government (whether under subsection (c)
or otherwise); and

“{D) has not declined an offer of an ap-
pointment to a position in the Government
under subsection fc).

“t2) Payment of any annuily for an indi-
vidual pursuant to this section lerminales—

“fA) on the dale the individual is appoint-
ed to a position in the Government (whether
pursuant to subsection (c) or otherwise);

“{B) on the dale the individual declines
an offer of appointment to a position in the
Government under subsection fc); or

“fC) as provided under section 8§455fa).

“t3) An individual eligible to retire under
section 8414(c) shall not be eligible to retire
under this section.

“fb) Any individual applying for or receiv-
ing any annuily pursuant to this section
shall, in accordance with regulations pre-
scribed by the Office, be considered by any
agency of the Governmenl before any vacant
position in the agency is filled if—

“f1) the position is localed within the
commuting area of the individual's former
posilion;

“r2) the individual is qualified o serve in
such position, as determined by the head of
the agency, and

“f3) the position is al the same grade or
egquivalent level as the position from which
the individual was separated.
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“SUBCHAPTER VI—-GENERAL AND
ADMINISTRATIVE PROVISIONS
“5 8461. Authority of the Office of Personnel Man-
agement

“fa) The Office shall pay all benefits that
are payable under subchapter II, IV, V, or VI
of this chapter from the Fund.

“tb) The Office shall administer all provi-
sions of this chapter not specifically re-
quired Lo be adminislered by the Board, the
Ezxeculive Director, the Secretary of Labor,
or any other officer or agency.

“fc) The Office shall adjudicate all claims
under the provisions of this chapter admin-
istered by the Office.

“fd) The Office shall delermine questions
of disabilily and dependency arising under
the provisions of this chapter administered
by the Office. Except to the extent provided
under subsection fe), the decisions of the
Office concerning these matters are final
and conclusive and are not subject to
review. The Office may direct at any time
such medical or other examinations as it
considers necessary to delermine the facts
concerning disability or dependency of an
individual receiving or applying for annu-
ity under the provisions of this chapter ad-
ministered by the Office. The Office may
suspend or deny annuily for failure to
submit to examination.

“fel)f1) Subject to paragraph (2), an ad-
ministrative action or order affecting the
righls or interesis of an individual or of the
Uniled States under the provisions of this
chapter administered by the Office may be
appealed to lhe Merit Systems Prolection
Board under procedures prescribed by the
Board.

“{2) In the case of any individual found by
the Office to be disabled in whole or in part
on the basis of the individual’s mental con-
dition, and that finding was made pursuant
to an application by an agency for purposes
of disability retirement under section 8451,
the procedures under section 7701 shall
apply and the decision of the Board shall be
subject lo judicial review under section
7703.

“{f) The Office shall fix the fees for exami-
nations made under subchapter V of this
chapter by physicians or surgeons who are
not medical officers of the Uniled States.
The fees and reasonable traveling and other
expenses incurred in connection with the ex-
aminations are paid from appropriations
Jor the cost of administering the provisions
of this chapter administered by the Office.

“fg) The Office may prescribe regulations
to carry out the provisions of this chapter
administered by the Office.

“th)(1) Each Government agency shall fur-
nish the Director with such information as
the Director determines necessary in order
to administer this chapter.

“(2) The Director, in consultation with the
officials from whom such information is re-
quested, shall establish (by regulation or oth-
erwise) such safeguards as are necessary to
ensure that information made available
under this subsection is used only for the
purpose authorized.

“i) In making a determination of ‘actuar-
ial equivalence’ under this chapter, the eco-
nomic assumptions used shall be the same
as the economic assumptions most recently
used by the Office (before the determination
of actuarial equivalence involved) in deler-
mining the normal-cost percentage of the
System.

“fi)(1) Nolwithstanding any other provi-
sion of this chapter, the Director of Central
Intelligence shall, in a manner consistent
with the administration of this chapier by
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the Office, and to the extent considered ap-
propriate by the Director of Central Intelli-
gence—

‘“A) determine entitlement lo benefils
under this chapter based on the service of
employees of the Central Intelligence
Agency,

“{B) maintain records relating to the serv-
ice of such employees;

“C) compute benefits under this chapter
based on the service of such employees;

“fD) collect deposits to the Fund made by
such employees, their spouses, their former
spouses, and their survivors;

“fE) authorize and direct disbursements
Jrom the Fund to the extent based on service
of such employees; and

“fF) perform such other functions under
this chapter (other than under subchaplers
IIT and VII of this chapter) with respect to
employees of the Central Intelligence Agency
as the Director of Central Intelligence, in
consultation with the Director of the Office
of Personnel Management, delermines to be
appropriale.

“f2) The Director of the Office of Person-
nel Management shall furnish such informa-
tion and, on a reimbursable basis, such serv-
ices to the Director of Central Intelligence
as the Direclor of Central Intelligence re-
guests to carry out paragraph (1).

“fkJf1) The Director of Central Intelli-
gence, in consultation with the Executlive
Director of the Federal Retirement Thrift In-
vestment Board, may—

“t4) maintain exclusive records relating
to elections, contributions, and accounts
under the Thrift Savings Plan provided in
subchapter III of this chapter in the case of
employees of the Central Intelligence
Agency,

“{B) provide that contributlions by, or on
behalf of, such employees to the Thrift Sav-
ings Plan be accounted for by such Erecu-
tive Direclor in aggregate amounts;

“fC) make the necessary disbursements
Jrom, and the necessary allocations of earn-
ings, losses, and charges to, individual ac-
counts of such employees under the Thrift
Savings Plan; and

“IDJ) perform such other functions under
subchapters IIT and VII of this chapter (but
not including investing sums in the Thrift
Savings Fund) with respect to employees of
the Central Intelligence Agency as the Direc-
tor of Central Intelligence, in consullalion
with the Execulive Director of the Federal
Retirement Thrift Investment Board, deler-
mines to be appropriale,

“(2) The Executive Director of the Federal
Retirement Thrift Investmen! Board may
not erercise authority under this chapter in
the case of employees of the Central Intelli-
gence Agency to the extent that the Direclor
of Central Inlelligence exercises authority
provided in paragraph (1).

“{3) The Execulive Director of the Federal
Retirement Thrift Investmen! Board shall
Sfurnish such information and, on a reim-
bursable basis, such services lo the Director
of Central Inlelligence as the Director of
Central Intelligence determines necessary to
carry out this subsection.

“rl) Subsection (h)(1), and sections 8439/b)
and 8474(c)(4), shall be applied with respect
to information relating to employees of the
Cenltral Intelligence Agency in a manner
that protects intelligence sources, methods,
and activities.

“tmJ(1) The Director of Central Intelli-
gence, in consullation with the Direclor of
the Office of Personnel Management and the
Ezrecutive Director of the Federal Retire-
menl Thrift Investmen!t Board, shall by reg-
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ulation prescribe appropriate procedures to
carry out subsections (j), (kJ), and (1).

“f2) The regulations shall provide proce-
dures for the Director of the Office of Per-
sonnel Management to inspect and audit
disbursements from the Fund, and from the
Thrift Savings Fund, under this chapter.

“{3) The Director of Central Intelligence
shall submit the regulations prescribed
under paragraph (1) to the Select Committee
on Intelligence of the Senate and the Perma-
nenl Select Committee on Intelligence of the
House of Representalives before the regula-
tions take effect.”.

“§ 8462. Cost-of-living adjustments

“fa) For the purpose of this section—

“(1) the term ‘base quarter’, as used with
respect to a year, means the calendar quar-
ter ending on September 30 of such vear;

“(2) the price inder for a base quarter is
the arithmetical mean of such indexr for the
3 months comprising such quarter; and

“(3) the term ‘percent change in the price
index’, as used with respect lo a year, means
the percentage derived by—

“fA) reducing—

“i) the price index for the base quarter of
such year, by

“fii) the price index for the base quarter of
the preceding year in which an adjustment
under this subsection was made;

“fB) dividing the difference under sub-
paragraph (A) by the price indexr referred to
in subparagraph (A)(ii); and

“IC) multiplying the quotient under sub-
paragraph (B) by 100.

“fb)(1) Except as provided in subsection
fel), effective December 1 of any year in
which an adjustment under this subsection
is to be made, as determined under para-
graph (2), each annuily payable from the
Fund under this chapter (other than an an-
nuwity under section 8443) having a com-
mencing date not later than such December
1 shall be adjusted as follows:

“fA) If the percent change in the price
index for the year does not exceed 3 percent,
each annuity subject to adjustment under
this subsection shall be increased by the
lesser of—

“fi) the percent change in the price index
frounded to the nearest one-tenth of 1 per-
cent); or

“(ii} 2 percent.

“fB) If the percent change in the price
index for the year exceeds 3 percenl, each
annuily subject fo adjustment under this
subsection shall be increased by the ercess
of—

“fi) the percent change in the price index
frounded to the nearest one-tenth of 1 per-
cent), over

“fii) 1 percent.

“f2) An adjustment under this subsection
shall be made in a year only if the price
index for the base quarter of such year ex-
ceeds the price index for the base quarter of
the preceding year in which an adjustment
under this subsection was made.

“f3) An annuily under this chapier shall
not be subject lo adjustment under section
8340.

“fe) Eligibility for an annuily increase
under Lhis section is governed by the com-
mencing date of each annuily payable from
the Fund as of the effective date of an in-
crease, except as follows:

“(1) The first increase (if any) made under
subsection fb) to an annuity which is pay-
able from the Fund to an annuilant or sur-
vivor (other than a child under section
8443) whose annuity has not been increased
under this subsection or subsection (b) shall
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be equal to the product (adjusted to the
nearest one-tenth of 1 percent) of—

“(A) one-twelfth of the applicable percent
change computed under subsection (bJ, mul-
tiplied by

“CB) the number of months (not to exceed
12 months, countling any portion of a month
as a month)—

“fi) for which the annuily was payable
Jrom the Fund before the effective dale of the
increase’ or

“fii) in the case of a survivor of a deceased
annuitant whose annuity has not been so
increased, since the annuity was first pay-
able to the deceased annuitantl

“(2) Effective from ils commencing date,
an annuity payable from the Fund to an an-
nuilant’s survivor (other than a widow or
widower whose annuily is compuled under
section 8442(g) or a child under section
8443) shall be increased by the total percent-
age by which the deceased annuilant’s an-
nuity had been increased under this section
during the period beginning on the date the
deceased annuitant’s annuity commenced
and ending on the date of the deceased an-
nuitant’s death.

“f3NA) An adjustment under subseclion
b) for any year shall not be effective with
respect to the annuity of an annuitant who
is under 62 years of age as of the date on
which such adjustment would otherwise
first take effect.

“(B)fi) Except as provided in clause (ii),
this paragraph applies only with respect to
an annuitant under section 8412, 8413, or
8414.

“fii) This paragraph does not apply with
respect to an annuitent under subseclion
(d) or (el of section 8412 or (in the case of an
annuitant separated from service as a mili-
tary reserve technician as a result of disabil-
ity) under section 8414fc).

“f4) The first increase (if any) made under
subsection (b) to an annuity which is pay-
able from the Fund to a widow or widower
whose annuily is computed under section
8442(g) shall be equal to the product (adjust-
ed to the nearest one-tenth of 1 percent) of—

“fA) one-twelfth of the applicable percent
change computed under subsection (b), mul-
tiplied by

“tB) the number of months (not to exceed
12 months, counting any portion of a month
as a month) since—

“fi) the effective date of the adjustment
last made under this section in the annuily
of the annuitant on whose service on the
widow’s or widower’s annuity is based; or

“fii) if the annuily of the annuitant (re-
ferred to in clause (i)) has not been in-
creased under this section, the commence-
mentl datle of such annuitant’s annuity (de-
termined subject to section 8452(a)(1)iB)).

“fd) The monthly installment of an annu-
ity aster adjustment under this section shall
be rounded to the next lowest dollar. Howev-
er, the monthly installment shall, after ad-
justment, reflect an increase of at least $1.

“fe) The $15,000 amount referred fo in sec-
tion 8442(bJ(1)(A)(ii) shall be increased at
the same time that, and by the same percent
as the percentage by which, annuities under
subchapter IIl of chapter 83 are increased.

“8 8463. Rate of benefits

“Each annuity pavable from the Fund is
stated as an annual amount, one-twelfth of
which, rounded to the next lower dollar, con-
stitutes the monthly rate payable on the first
business day of the first month beginning
after the month for which it has accrued.
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“§ 8464. Commencement and termination of annu-
ities of employees and Members

“fa)(1) Except as otherwise provided in
this chapter—

“fA) an annuity payable from the Fund
commences on the first day of the month
after—

“fi) separation from the service, in the
case of an employee or Member retiring
under section 8412, or subsection (a) or
(b)(1)(B) of section §414; or

“fii) pay ceases, and the applicable age
and service requirements are met, in the
case of an employee or Member retiring
under section 8413;

“{B) an annuily payable from the Fund
commences on the day afler separation from
the service in the case of an employee retir-
ing under subsection (bi)f1)(A) or (c) of sec-
tion 8414; and

“4C) an annuily payable from the Fund
commences on the day after separation from
the service or the day after pay ceases and
the requirements for title to an annuity are
met in the case of an employee or Member
reliring under sectlion 8451.

“f2) Notwithstanding paragraph (1)(A)(i),
an annuity payable from the Fund com-
mences on the day after separation from the
service in the case of an employee or
Member—

“fA) who retires under section 8412; and

“{B) whose separation occurs upon the ex-
piration of a term f(or other period) for
which the individual was appointed or
elected.

“fb) Ezxcept as otherwise provided in this
chapter, the annuity of an annuitant under
subchapter II or V of this chapter terminates
on the date death or other terminating event
OCCUTS.

“§ 8465. Waiver, allot
fits

“fa) An individual entitled lo an annuily
payable from the Fund may decline to
accept all or any part of the amount of the
annuily by a waiver signed and filed with
the Office. The waiver may be revoked in
wriling at any time. Payment of the annuity
waived may not be made for the period
during which the waiver is in effect.

“fb) An individual entitled to an annuity
payable from the Fund may make allot-
ments or assignments of amounts from the
annuily for such purposes as the Office con-
siders appropriate.

“§ 8466. Application for benefits

“fa) No payment of benefils based on the
service of an employee or Member shall be
made from the Fund unless an application
for payment of the benefits is received by the
Office before the one hundred and fifteenth
anniversary of the birth of the employee or
Member.

“fb) Notwithstanding subsection (a), after
the death of an employee, Member, or annui-
tant, or former employee or Member, a bene-
fit based on the service of such employee,
Member, or annuilant, or former employee
or Member, shall not be paid under subchap-
ter II or IV of this chapter unless an appli-
cation therefor is received by the Office
within 30 years after the death or other
event which establishes the entitlement to
the benefit.

“fe) Payment due a minor, or an individ-
ual mentally incompelent or under other
legal disability, may be made to the person
who is constituted guardian or other fiduci-
ary by the law of the State of residence of the
claimant or is otherwise legally vested with
the care of the claimant or his estate. If a
guardian or other fiduciary of the individ-

t, and assig t of bene-
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ual under legal disability has not been ap-
pointed under the law of the State of resi-
dence of the claimant payment may be
made to any person who, in the judgment of
the Office, is responsible for the care of the
claimant, and the payment bars recovery by
any other person.

“§ 8467. Court orders

“fa) Payments under this chapter which
would otherwise be made to an emplovee,
Member, or annuitant (including an em-
ployee, Member, or annuilant as defined
under section 8331) based on the service of
that individual shall be paid (in whole or in
part) by the Office or the Executive Director
fes the case may be), lo another person if
and to the extent that the terms of any court
decree of divorce, annulment, or legal sepa-
ration, or the terms of any court order or
court-approved property settlement agree-
ment incident lo any court decree of di-
vorce, annulment, or legal separalion ex-
pressly provide. Any payment under this
subsection to a person bars recovery by any
other person.

“fb) Subsection fa) shall apply only to
payments made by the Office or the Execu-
tive Direclor under this chapter after the
date on which the Office or the Executive
Director (as the case may be) receives writ-
ten notice of such decree, order, or agree-
ment, and such additional information and
documentation as the Office or the Execu-
tive Director may require.

“§ 8468. Annuities and pay on reemployment

“fa) If an annuitant becomes employed in
an appointive or elective position in the
Government, payment of any annuity under
subchapter II or V of this chapter to the an-
nuitant terminates effective on the date of
the employment. The annuitant’s service on
and after the date the annuitant becomes so
employed is covered by this chapter unless
such service is performed as a justice or
judge of the United States (as defined by sec-
tion 451 of title 28) or as an employee sub-
ject to another retirement system for Gov-
ernment employees. Upon termination of the
employment, the rights of the annuitant
under subchapter II or V of this chapter fas
the case may be) shall be redelermined. If
the annuitant dies while still so employed, a
survivor annuity payable with respect to the
deceased annuitant shall be redetermined as
if the employment had otherwise terminated
on the date of death.

“fb) The amount of an annuily resulting
Jfrom a redetermination of rights under this
chapter pursuant to subsection ra) shall not
be less than the amount of the terminated
annuily plus any increases which (but for
the reemployment) would have been payable
under section 8462 afler the termination of
the annuily and before the commencement
of the redetermined annuity.

“fc) The redelermined annuily commences
on the first day of the month after termina-
tion of employmendt.

“§ 8469. Withholding of State income laxes

“fa) The Office shall, in accordance with
this section, enter into an agreement with
any State within 120 days of a request for
agreement from the proper State official
The agreement shall provide that the Office
shall withhold State income lax in the case
aof the monthly annuity of any annuitant
who voluntarily requests, in writing, such
withholding. The amounts withheld during
any calendar quarter shall be held in the
Fund and disbursed to the States during the
month following that calendar quarter.
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“(b) An annuitant may have in effect at
any time only one request for withholding
under this section, and an annuitant may
not have more than two such requests in
effect during any one calendar year.

“fe) Subject to subsection (b), an annui-
tant may change the State designated by
that annuitant for purposes of having with-
holdings made, and may request that the
withholdings be remitted in accordance
with such change. An annuitant also may
revoke any request of that annuitant for
withholding. Any change in the State desig-
nated or revocation is effective on the first
day of the month after the month in which
the request or the revocalion is processed by
the Office, but in no event later than on the
first day of the second month beginning
after the day on which such request or revo-
cation is received by the Office.

“fd) This section does not give the consent
of the Uniled States to the application of a
statute which imposes more burdensome re-
quirements on the United States than on
employers generally, or which subjects the
United States or any annuitant to a penalty
or liability because of this section. The
Office may not accept pey from a State for
services performed in withholding Slate
income tares from annuities. Any amount
erroneously withheld from an annuily and
paid to a Stale by the Office shall be repaid
by the State in accordance with regqulations
issued by the Office.

“fe) For the purpose of this section—

“f1) the term ‘State’ means a State, the
District of Columbia, or any territory or
possession of the Uniled States; and

“f2) the term ‘annuilant’ includes a survi-
vor who is receiving an ennuily from the
Fund.

“§ 8470. Exemption from legal process; recovery of
payments
“la) An amount payable under subchapter

II, IV, or V of this chapter is not assignable,

.either in law or equily, except under the pro-

visions of section 8465 or 8467, or subject to

execulion, levy, attachment, garnishment or
other legal process, excepl as otherwise may
be provided by Federal laws.

“fb) Recovery of payments under subchap-
ter II, IV, or V of this chapter may not be
made from an individual when, in the judg-
ment of the Office, the individual is without
Sault and recovery would be against equity
and good conscience. Withholding or recov-
ery of money paid under subchapter II, IV,
or V of this chapter on account of a certifi-
cation or payment made by a former em-
ployee of the Uniled States in the discharge
aof his official duties may be made only if the
head of the agency on behalf of which the
certification or payment was made cerlifies
to the Office that the certification or pay-
ment involved fraud on the part of the
Jormer employee.

“SUBCHAPTER VII-FEDERAL RETIRE-
MENT THRIFT INVESTMENT MANAGE-
MENT SYSTEM

“§ 8471. Definitions

“For the purposes of this subchapter—

“(1) the term ‘beneficiary’ means an indi-
vidual fother than a participant) entitled to
paymenlt from the Thrift Savings Fund
under subchapter III of this chapter;

“t2) the term ‘Council’ means the Employ-
ee Thrift Advisory Council established under
section 8473 of this tille;

“(3) the term 'participant’ means an indi-
vidual for whom an account has been estab-
lished under section 8439 of this tille;

“t4) the lerm ‘person’ means an individ-
ual, partnership, joint venture, corporation,
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mutual company, joint-stock company,
trust, estate, unincorporated organization,
association, or labor organization, and

“f5) the term ‘Thrift Savings Fund' means
the Thrift Savings Fund established under
section 8437 of this title.
“§ 8472, Federal Reti t

Board

“fa) There is established in the Executive
branch of the Government a Federal Relire-
ment Thrift Investment Board.

“fb) The Board shall be composed of—

“(1) 3 members appointed by the Presi-
dent, of whom 1 shall be designated by the
President as Chairman, and

“f2) 2 members appointed by the Presi-
dent, of whom—

“f4) 1 shall be appointed by the President
after taking inlo consideration the recom-
mendation made by the Speaker of the
House of Representalives in consultation
with the minorily leader of the House of
Representatives; and

“tB) 1 shall be appointed by the President
after taking into consideralion the recom-
mendation made by the majority leader of
the Senate in consultation with the minori-
ty leader of the Senalte.

“fe) Except as provided in section 311 of
the Federal Employees’ Retirement System
Act of 1986, appointments under subsection
fa) shall be made by and with the advice
and consent of the Senate.

“{d) Members of the Board shall have sub-
stantial experience, training, and experlise
in the management of financial investments
and pension benefil plans.

“fe)(1) Except as provided in seclion 311
of the Federal Employees’ Retirement
System Act of 1986, a member of the Board
shall be appointed for a term of 4 years,
except that of the members first appointed
(other than the members appointed under
such section)—

“fA) the Chairman shall be appointed for
a lerm of 4 years;

“IB) the members appointed under subsec-
tion (b)(2) shall be appointed for lerms of 3
vears, and

“tC) the remaining members shall be ap-
pointed for terms of 2 years.

“r2)({A) A vacancy on the Board shall be
filled in the manner in which the original
appointment was made and shall be subject
to any conditions which applied with re-
spect to the original appointment.

“fB) An individual chosen lo fill @ vacan-
cy shall be appointed for the unexrpired term
of the member replaced.

“43) The term of any member shall not
expire before the date on which the member’'s
successor takes office.

“ff) The Board shall—

“(1) establish policies for—

“tA) the investment and management of
the Thrift Savings Fund; and

“t{B) the administration of subchapter III
of this chapter;

“t2) review the performance of invesi-
ments made for the Thrift Savings Fund;
and

“(3) review and approve the budgel of the
Board. ;

“fg)(1) The Board may—

“fA) adopt, alter, and use a seal;

“(B) except as provided in paragraph (2),
direct the Executive Director to take such
action as the Board considers appropriate
to carry out the provisions of this subchap-
ter and subchapler III of this chaptler and
the policies of the Board,

“IC) upon the concurring votes of four
members, remove the Ezrecutive Direclor
Jrom office for good cause shown,; and

el
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“fD) take such other actions as may be
necessary to carry oul the functions of the
Board.

“t2) Except in the case of invesimenits re-
quired by section 8438 of this title to be in-
vested in securities of the Government, the
Board may not direct the Executive Director
to invest or to cause to be invested any sums
in the Thrift Savings Fund in a specific
asset or to dispose of or cause to be disposed
of any specific asset of such Fund,

“fh) The members of the Board shall dis-
charge their responsibilities solely in the in-
terest of participanis and beneficiaries
under this subchapter and subchapter III of
this chapter.

“8§ 8473. Employee Thrift Advisory Ce il

“fa) The Board shall establish an Employ-
ee Thrift Advisory Council The Council
shall be composed of 14 members appointed
by the Chairman of the Board in accordance
with subsection (b).

“tb) The Chairman shall appoint 14 mem-
bers of the Council, of whom—

“f1) 4 shall be appointed to represent the
respeclive labor organizalions representing
fas exclusive represenlatives) the first,
second, third, and fourth largest numbers of
in;liei'v'iduula subject to chapter 71 of this
title;

“f2) 2 shall be appointed to represent the
respective labor organizations which have
been accorded exclusive recognition under
section 1203fa) of title 39 representing the
largest and second largest numbers of indi-
viduals employed by the United States
Postal Service;

“f3) 1 shall be appointed lo represent the
labor organization which has been accorded
exclusive recognition under section 1203(a)
of title 39 representing the largest number of
individuals employed by the Uniled Stales
Postal Service as rural letter carriers;

“4) 2 shall be appointed to represent the
respective managerial organizations (other
than an organization described in para-
graph (5)) which consult with the United
States Postal Service under section 1004(b)
of title 39 and which represent the largest
and second largest numbers of individuals
employed by the Uniled States Postal Serv-
ice as managerial personnel;

“(5) 1 shall be appointed to represent the
supervisors’ organization as defined in sec-
tion 1004(h) of title 39;

“(6) 1 shall be appointed to represent em-
plovee organizations having as a purpose
promoting the interests of women in Gov-
ernment service;

“{7) 1 shall be appointed to represent the
organizalion representing the largest
number of individuals receiving annuilies
under this chapter or chapter 83 of this title;

“f8) 1 shall be appointed to represent the
organizalion representing the largest
number of individuals subject fo the Per-
formance Management and Recognition
System under chapter 54 of this title; and

“(9) 1 shall be appointed to represent the
organizalion representing the largest
number of members of the Senior Executive
Service.

“fe)(1) The Chairman of the Board shall
designate 1 member of the Council to serve
as head of the Council

“f2) A member of the Council shall be ap-
pointed for a term of 4 years.

“13){A) A vacancy in the Council shall be
filled in the manner in which the original
appointment was made and shall be subject
to any conditions which applied with re-
spect Lo the original appointment.
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“fB) An individual chosen to fill a vacan-
cy shall be appointed for the unexpired term
of the member replaced.

“fC) The term of any member shall not
expire before the date on which the member’s
successor takes office.

“td) The Council shall act by resolution of
a majority of the members.

“fe) The Council shall—

“f1) advise the Board and the Ezeculive
Director on matters relating to—

“fA) invesitment policies for the Thrift
Savings Fund, and

“(B) the administration of this subchapter
and subchapter III of this chapter; and

“r2) perform such other duties as the
Board may direct with respect to investment
Junds established in accordance with sub-
chapter III of this chapter.

“(f) Section 14(a)(2) of the Federal Adviso-
ry Committee Act shall not apply to the
Council.

“§ 8474. Executive Director

“falf1) The Board shall appoint, without
regard to the provisions of law governing
appointments in the competitive service, an
Ezecutive Director by action agreed to by a
majority of the members of the Board.

“f2) The Executive Director shall have sub-
stantial experience, training, and expertise
in the management aof financial investments
and pension benefit plans.

“fb) The Executive Directlor shall—

“(1) carry oul the policies established by
the Board;

“f2) invest and manage the Thrift Savings
Fund in accordance with the investment
policies and other policies established by the
Board;

“f3) purchase annuity contracts and pro-
vide for the payment of other benefits under
subchapter III of this chapter;

“f4) administer the provisions of this sub-
chapter and subchapter III of this chapter;

“(5) prescribe such regulations (other than
regulations relating to fiduciary responsibil-
ities) as may be necessary for the adminis-
tration of this subchapter and subchapter
IIT of this chapter; and

“6) meet from time to time with the
Council upon request of the Council,

“fc) The Executive Direcltor may—

“r1) prescribe such regulations as may be
necessary to carry out the responsibilities of
the Executive Director under this section,
other than regulations relating to fiduciary
responsibilities;

“f2) appoint such personnel as may be
necessary to carry out the provisions of this
subchapter and subchapter III of this chap-

ter;

“(3) subject to approval by the Board, pro-
cure the services of experts and consultants
under section 3109 of this title;

“f4) secure directly from an Ezxeculive
agency, the United Stales Postal Service, or
the Postal Rate Commission any informa-
tion necessary to carry out the provisions of
this subchapter or subchapter III of this
chapter and policies of the Board;

“t5) make such payments out of sums in
the Thrift Savings Fund as the Executive Di-
rector delermines are necessary to carry out
the provisions of this subchapter and sub-
chapter III of this chapter and the policies
of the Board;

“(6) pay the compensation, per diem, and
travel expenses of individuals appointed
under paragraphs (2), (3), and (7) of this
subsection from the Thrift Savings Fund;

“I7) accept and use the services of individ-
uals employed intermittently in the Govern-
ment service and reimburse such individ-
uals for travel expenses, as authorized by
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section 5703 of this title, including per diem
as authorized by section 5702 of this title;
“(8) except as otherwise expressly prohibit-
ed by law or the policies of the Board, dele-
gate any of the Executive Director’s func-
tions to such employees under the Board as
the Erecutive Director may designate and
authorize such successive redelegations of
such functions to such employees under the
Board as the Erecutive Director may con-
sider to be necessary or appropriate; and
“(9) take such other actions as are appro-
priate to carry out the functions of the Exec-
utlive Director.
“§ 8475. Investment policies

“The Board shall develop investment poli-
cies under section 8472(f/(1) of this title
which provide for—

“1) prudent investments suitable for ac-
cumulating funds for payment of retirement
income; and

“f2) low administrative costs.

“§ 8476. Administrative pr

“la) The Board shall meet—

“I1) not less than once during each month;
and

“f2) at additional times at the call of the
Chairman.

“fbJ(1) Except as provided in sections
8472(g)(1)(C) and 8474(a)(1) of this title, the
Board shall perform the functions and exer-
cise the powers of the Board on a majority
vote of a quorum of the Board.

“12) A vacancy on the Board shall not
impair the authority of a quorum of the
Board to perform the functions and erercise
the powers of the Board.

“fe) Three members of the Board shall con-
stitute a quorum for the transaction of busi-

ness.

“fd)(1) Each member of the Board who is
not an officer or employee of the Federal
Government shall be compensated at the
daily rate of basic pay for grade GS-18 of
the General Schedule for each day during
which such member is engaged in perform-
ing a function of the Board.

“t2) A member of the Board shall be paid
travel, per diem, and other necessary ex-
penses under subchapter I of chapter 57 of
this title while traveling away from such
member’s home or regular place of business
in the performance of the duties of the
Board.

“(3) Payments authorized under this sub-
section shall be paid from the Thrift Savings
Fund.

“fe) The acerued annual leave of any em-
ployee who is a member of the Board or the
Council shall not be charged for any time
used in performing services for the Board or
the Council,

“§8477. Fiduciary responsibilities; liability and

penalties

“fa) For the purposes of this section—

“f1) the term ‘account’ is not limited by
the definilion provided in section 8§401(1);

“f2) the term ‘adequate consideration’
means—

“l4) in the case of a securily for which
there is a generally recognized market—

“fi) the price of the security prevailing on
a national securities exchange which is reg-
istered under section 6 of the Securitlies Ex-
change Act of 1934; or

“fii) if the securily is not traded on such a
national securities exchange, a price not less
Javorable to the Thrift Savings Fund than
the offering price for the security as estab-
lished by the current bid and asked prices
quoted by persons independent of the issuer
and of any party in interest; and

“(B) in the case of an asset other than a
security for which there is a generally recog-
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nized market, the fair market value of the
asset as determined in good faith by a fidu-
ciary or fiduciaries in accordance with reg-
ulations prescribed by the Secretary of
Labor;

“(3) the term fiduciary’ means—

“(A) a member of the Board;

“{B) the Executive Director;

“fC) any person who has or exercises dis-
cretionary authority or discretionary con-
trol over the management or disposition of
the assets of the Thrift Savings Fund; and

“{D) any person who, with respect to the
Thrift Savings Fund, is described in section
3(21)(A) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002(21)(A));
and

“14) the term ‘party in interest’ includes—

“fA) any fiduciary;

“{B) any counsel to a person who is a fidu-
ciary, with respect lo the actions of such
person a8 a fiduciary;

“{C) any participant;

“ID) any person providing services to the
Board and, with respect to the actions of the
Executive Director as a fiduciary any
person providing services to the Executive
Director;

“(E) a labor organization, the members of
which are participants;

“fF) a spouse, sibling, ancestor, lineal de-
scendant, or spouse of a lineal descendant of
a person described in subparagraph (A), (B),
or (D);

“{G) a corporation, partnership, or trust
or estate of which, or in which, at least 50
percent of—

“fi) the combined voting power of all
classes of stock entitled lto vote or the lotal
value of shares of all classes of stock of such
corporalion;

“fii) the capital interest or profits interest
of such parénership; or

“(iii) the beneficial interest of such trust
or estate,
i8 owned directly or indirectly, or held by a
person described in subparagraph (A), (B),
(D), or (E);

“tH) an official fincluding a director) of,
or an individual employed by, a person de-
scribed in subparagraph (4), (BJ, (D), (E), or
(G), or an individual having powers or re-
sponsibilities similar to those of such an of-
ficial;

“t1) a holder (directly or indirectly) of at
least 10 percent of the shares in a person de-
scribed in any subparagraph referred to in
subparagraph (H); and

“(J) a person who, directly or indirectly, is
at least a 10 percent pariner or joint ventur-
er (measured in capital or profits) in a
person described in any subparagraph re-
ferred to in subparagraph (H).

“fb)(1) To the extent not inconsistent with
the provisions of this chapter and the poli-
cies prescribed by the Board, a fiduciary
shall discharge his responsibilities with re-
spect to the Thrift Savings Fund or applica-
ble portion thereof solely in the interest of
the participants and beneficiaries and—

“(A) for the exclusive purpose of—

“fi) providing benefits to participants and
their beneficiaries; and

“fii) defraying reasonable erpenses of ad-
ministering the Thrift Savings Fund or ap-
plicable portions thereof:

“{B) with the care, skill, prudence, and
diligence under the circumstances then pre-
vailing that ¢ prudent individual acting in
a like capacity and familiar with such mat-
ters would use in the conduct of an enter-
prise of a like character and with like objec-
tives, and
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“fC) to the extent permitted by section
8438 of this title, by diversifying the invest-
ments of the Thrift Savings Fund or appli-
cable portions thereof so as to minimize the
risk of large losses, unless under the circum-
stances it is clearly prudent not to do so.

“f2) No fiduciary may maintain the indi-
cia of ownership of any assets of the Thrift
Savings Fund outside the jurisdiction of the
district courts of the United States.

“fe)(1) A fiduciary shall not permit the
Thrift Savings Fund to engage in any of the
Sollowing transactions, ercept in exchange
Jor adeguate consideration.

“f{A) A transfer of any assets of the Thrift
Savings Fund to any person the fiduciary
knows or should know to be a party in inter-
est or the use of such assels by any such
person.

“f{B) An acquisition of any property from
or sale of any property to the Thrift Savings
Fund by any person the fiduciary knows or
should know to be a party in interest.

“fC) A transfer or exchange of services be-
tween the Thrift Savings Fund and any
person the fiduciary knows or should know
to be a party in interest.

“t2) Notwithstanding paragraph (1), a fi-
duciary with respect to the Thrift Savings
Fund shall not—

“f4) deal with any assets of the Thrift Sav-
ings Fund in his own interest or for his own
account;

“tB) act, in an individual capacily or any
other capacity, in any transaction involving
the Thrift Savings Fund on behalf of a
party, or representing a party, whose inter-
ests are adverse to the interests of the Thrift
Savings Fund or the interests of its partici-
pants or beneficiaries; or

“fC) receive any consideration for his own
personal account from any party dealing
with sums credited to the Thrift Savings
Fund in connection with a transaction in-
volving assefs of the Thrift Savings Fund.

“f3)(A) The Secretary of Labor may, in ac-
cordance with procedures which the Secre-
tary shall by regulation prescribe, grant a
conditional or unconditional exemplion of
any fiduciary or transaction, or class of fi-
duciaries or transactions, from all or part of
the resirictions imposed by paragraph (2),

“fB) An exemption granted under this
paragraph shall not relieve a fiduciary from
any other applicable provision of this chap-
ter.

“AC) The Secretary of Labor may not grant
an exemption under this paragraph unless
he finds that such exemption is—

“fi) administratively feasible;

“(ii) in the interests of the Thrift Savings
Fund and of its participants and benefici-
aries; and

“fiii) prolective of the rights of partici-
pants and beneficiaries of such Fund.

“{D) An exemptlion under this paragraph
may not be granted unless—

“fi) notice of the proposed exemption is
published in the Federal Register;

“fii) inlerested persons are given an op-
portunity to present views, and

“(iii) the Secretary of Labor affords an op-
portunity for a hearing and makes a deter-
mination on the record with respect to the
respective requirements of clauses (i), (ii),
and (iii/ of subparagraph (C).

“fd) This section does not prohibit any fi-
duciary from—

“(1) receiving any benefil which the fidu-
ciary is entitled to receive under this sub-
chapter or subchapter IIT of this chapter as
a participant or beneficiary,

“f2) receiving any reasonable compensa-
tion authorized by this subchapter for serv-
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ices rendered, or for reimbursement of ex-
penses properly and acliually incurred, in
the performance of the fiduciary's dulies
under this chapter; or

“(3) serving as a fiduciary in addition to
being an officer, employee, agent, or other
representative of a party in interest.

“fe)(1)(A) Any fiduciary that breaches the
responsibilities, dulies, and obligations set
out in subsection (b) or violales subsection
fc) shall be personally liable to the Thrift
Savings Fund for any losses to such Fund re-
sulting from each such breach or violation
and fo restore to such Fund any profils
made by the fiduciary through use of assets
of such Fund by the fiduciary, and shall be
subject to such other equitable or remedial
relief as a court considers appropriate. A fi-
duciary may be removed for a breach re-
ferred to in the preceding sentence.

“f{B) The Secretary of Labor may assess a
civil penalty against a party in interest
with respect to each transaction which is
engaged in by the party in interest and is
prohibited by subsection (c). The amount of
such penally shall be equal to § percent of
the amount involved in each such transac-
tion (as defined in section 4975(f)(4) of the
Internal Revenue Code of 1954) for each
vear or part thereof during which the pro-
hibited transaction continues, except that, if
the transaction is nol corrected fin such
manner as the Secrelary of Labor shall pre-
scribe by regulation consisteni with section
4975(f)(5) of such Code) within 90 days after
the date the Secretary of Labor transmils
notice lto the parly in inlerest for such
longer period as the Secretary of Labor may
permit), such penally may be in an amount
not more than 100 percent of the amount in-
volved.

“rC) A fiduciary shall not be liable under
subparagraph (A) with respect to a breach of
Sfiduciary duty under subsection (b) commit-
ted before becoming a fiduciary or after
ceasing to be a fiduciary.

“fD) A fiduciary shall be jointly and sever-
ally liable under subparagraph (A) for a
breach of fiduciary duly under subsection
(b) by another fiduciary if—

“fi) the fiduciary participates knowingly
in, or knowingly undertakes to conceal, an
act or omission of such other fiduciary,
knowing such act or omission is such a
breach;

“tii) by the fiduciary's failure to comply
with subsection (b) in the administration of
the fiduciary's specific responsibilities
which give rise to the fiduciary status, the
fiduciary has enabled such other fiduciary
to commit such a breach; or

“fiii) the fiduciary has knowledge of a
breach by such other fiduciary, unless the fi-
duciary makes reasonable efforls under the
circumstances to remedy the breach.

“(E) The Secretary of Labor shall pre-
scribe, in regulations, procedures for allocat-
ing fiduciary responsibilities among fidu-
ciaries, including investment managers.
Any fiduciary who, pursuant to such proce-
dures, allocales to @ person or persons any
fiduciary responsibility shall not be liable
for an act or omission of such person or per-
sons unless—

“fi) such fiduciary violated subsection (b)
with respect to the allocation, with respect
to the implementation of the procedures pre-
scribed by the Board, or in continuwing such
allocation, or

“fii) such fiduciary would otherwise be
liable in accordance with subparagraph (D).

“f2) A civil action may be brought in the
district courls of the United States—

“fA) by the Secretary of Labor—
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“fi) to determine and enforce a liability
under paragraph (1)(A);

“fii) to collect any civil penalty under
paragraph (1)(B); or

“fiii) to enjoin any act or practice which
violates subseclion (g)(2) or fh) of section
8472 of this title;

“{B) by the Secretary of Labor, any partic-
ipant, beneficiary, or fiduciary—

“fi) to enjoin any act or practice which
violates any provision of subsection (b) or
fc); or

“fii) to obtain any other appropriate equi-
table relief to redress a violation of any such
provision, or

“fC) by any participant or beneficiary to
recover benefits due to him or her under the
provisions of subchapter IIT of this chapter,
to enforce his or her rights under such provi-
sions, or to clarify his or her rights to fulture
benefits under such provisions.

“f3) An action may not be commenced
under paragraph (2) with respect to a fidu-
ciary’s breach of any responsibility, duty, or
obligation under subsection (b) or a viola-
tion of subsection (c) after the earlier of—

“fA) 6 vears after (i) the date of the last
action which constituted a part of the
breach or violation, or (ii) in the case of an
omission, the latest date on which the fidu-
ciary could have cured the breach or viola-
tion; or

“(B) 3 years after the earliest date on
which the plaintiff had actual knowledge of
the breach or violation, except that, in the
case of fraud or concealment, such action
may be commenced not later than 6 years
after the date of discovery of such breach or
violation.

“(4){A) The district courts of the United
States shall have exclusive jurisdiction of
civil actions under this subsection.

“{B) An action under this subseclion may
be brought in the District Court of the
United States for the District of Columbia or
a district court of the United Stales in the
district where the breach alleged in the com-
plaint or petition filed in the action took
place or in the district where a defendant re-
sides or may be found. Process may be
served in any other district where a defend-
ant resides or may be found.

“f5)(A) A copy of the complaint or petition
filed in any action brought under this sub-
section (other than by the Secretary of
Labor/) shall be served on the Erecutive Di-
rector, the Secretary of Labor, and the Secre-
tary of the Treasury by certified mail

“tB) Any officer referred to in subpara-
graph (A) of this paragraph shall have the
right in his discretion to intervene in any
action. If the Secretary of Labor brings an
action under paragraph (2) of this subsec-
tion on behalf of a participant or benefici-
ary, he shall notify the Executive Director
and the Secretary of the Treasury.

“(f) The Secrelary of Labor may prescribe
regulations to carry out this section.

“fg)f1) The Secretary of Labor shall estab-
lish a program to carry out audits to deter-
mine the level of compliance with the re-
guirements aof this section relating to fiduci-
ary responsibilities and prohibited actlivi-
ties of fiduciaries.

“f2) An audit under this subsection may
be conducted by the Secretary of Labor, by
contract with a qualified non-governmenial
organization, or in cooperation with the
Comptroller General of the United States, as
the Secrelary considers appropriale.

“§ 8478, Bonding

“fal)(1) Except as provided in paragraph
f2), each fiduciary fother than a member of
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the Employee Thrift Advisory Council with
respect to his duties as ¢ member) and each
person who handles funds or property of the
Thrift Savings Fund shall be bonded as pro-
vided in this section.

“f2)(A) Bond shall not be required of a fi-
duciary (or of any officer or employee of
such fiduciary) if such fiduciary—

“i) is a corporation organized and doing
business under the laws of the United Stales
or of any State;

“tii) is authorized under such laws lo exer-
cise trust powers or to conduct an insurance
business;

“(iii) is subject to supervision or examina-
tion by Federal or State authority; and

“fiv) has at all times a combined capital
and surplus in excess of such minimum
amount (not less than $1,000,000) as the Sec-
retary of Labor prescribes in regulations.

‘“4B) If—

“fi) a bank or other financial institution
would, but for this subparagraph, not be re-
quired to be bonded under this section by
reason of the application of the exception
provided in subparagraph (A),

“fii) the bank or financial institulion is
authorized to exercise trust powers, and

“fiii) the deposits of the bank or financial
institution are not insured by the Federal
Deposit Insurance Corporation or the Feder-
al Savings and Loan Insurance Corpora-
tion,
such exception shall apply to such bank or
financial institution only if the bank or in-
stitution meels bonding requirements under
State law which the Secretary of Labor de-
termines are at least equivalent to those im-
posed on banks by Federal law.

“fbJ)f1) The Secretary of Labor shall pre-
scribe the amount of a bond under this sec-
tion at the beginning of each fiscal year.
Ezxcept as otherwise provided in this para-
graph, such amount shall not be less than 10
percent of the amount of funds handled. In
no case shall such bond be less than $1,000
nor more than $500,000, except that the Sec-
retary of Labor, after due notice and oppor-
tunily for hearing to all intereslted parties,
and other consideration of the record, may
prescribe an amount in excess of $500,000.

“t2) For the purpose of prescribing the
amount of a bond under paragraph (1), the
amount of funds handled shall be deter-
mined by reference fto the amount of the
Junds handled by the person, group, or class
to be covered by such bond or by their prede-
cessor or predecessors, if any, during the
preceding fiscal year, or to the amount of
Junds to be handled during the current fiscal
year by such person, group, or class, estimat-
ed as provided in regulations prescribed by
the Secretary of Labor.

“fc) A bond required by subsection fa)—

“r1) shall include such terms and condi-
tions as the Secretary of Labor considers
necessary to protect the Thrift Savings Fund
against loss by reason of acts of fraud or dis-
honesty on the part of the bonded person di-
rectly or through connivance with others;

“r2) shall have as surety thereon a corpo-
rate surety company which is an acceptable
surety on Federal bonds under authority
granted by the Secretary of the Treasury
pursuant to sections 6 through 13 of title 6;
and

“(3) shall be in a form or of a type ap-
proved by the Secrelary of Labor, including
individual bonds or schedule or blanket
Jorms of bonds which cover a group or class.

“td)(1) It shall be unlawsful for any person
to whom subseclion fa) applies, to receive,
handle, disburse, or otherwise exercise custo-
dy or control of any of the funds or other
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property of the Thrift Savings Fund without
being bonded as required by this section.

“r2) It shall be unlawful for any fiduciary,
or any other person having authority to
direct the performance of funclions de-
scribed in paragraph (1), to permit any such
SJunction to be performed by any person to
whom subsection (a) applies unless such
person has met the requirements of such sub-
section,

“fe) Notwithstanding any other provision
of law, any person who is required to be
bonded as provided in subsection (a) shall
be exempt from any other provision of law
which would, but for this subsection, require
such person lo be bonded for the handling of
the funds or other properly of the Thrift Sav-
ings Fund.

“(f) The Secretary of Labor shall prescribe
such regulations as may be necessary lo
carry out the provisions of this section, in-
cluding exempting a person or class of per-
sons from the requirements of this section.

“§ 8479. Exculpalory provisions; insurance

“fa) Any provision in an agreement or in-
strument which purports to relieve a fiduci-
ary from responsibilily or liability for any
responsibility, obligation, or duty under this
subchapter shall be void.

“fb)(1) The Executive Director may re-
quire employving agencies to contribule an
amount nol fto exceed 1 percent of the
amount such agencies are required lo con-
tribute in accordance with section §432(c) of
this title to the Thrift Savings Fund.

“f2) The sums credited to the Thrift Sav-
ings Fund under paragraph (1) shall be
available and may be used at the discretion
of the Executive Director to purchase insur-
ance to cover potential liabilily of persons
who serve in a fiduciary capacity with re-
spect to the Thrift Savings Fund, without
regard to whether a policy of insurance per-
mils recourse by the insurer against the fi-
duciary in the case of a breach of a fiduci-
ary obligation.”.

fb) CONFORMING AMENDMENT.—The table of
chapters at the beginning of part IIT of title
5, United States Code, is amended by insert-
ing after the item relating to chapter 83 the
Sfollowing new item:

“84. Federal Employees’ Retirement
System 8401.”.
TITLE I—OTHER AMENDMENTS TO TITLE 5
OF THE UNITED STATES CODE
SEC. 201. TREATMENT UNDER CIVIL SERVICE RE-
TIREMENT SYSTEM OF CERTAIN INDI-
VIDUALS EXCLUDED FROM FEDERAL
EMPLOYEES' RETIREMENT SYSTEM.

fa) DEDUCTIONS, CONTRIBUTIONS, AND DE-
POSITS.—(1) Section 8334 of title 5, United
States Code, is amended by adding at the
end thereof the following:

“rk)(1) Effective with respect to pay peri-
ods beginning after December 31, 1986, in
administering this section in the case of an
individual described in section 8402(b)(2) of
this title—

“fA) the amount to be deducted and with-
held by the employing agency shall be deter-
mined in accordance with paragraph (2) of
this subsection instead of the first sentence
of subsection fa)(1) of this section; and

“fB) the amount of the contribution under
the second sentence of subsection (al)(1) of
this section shall be the amount which
would have been contributed under such
sentence if this subseclion had not been en-
acted.

“12)fA) With respect to Federal wages of
an employee or Member for that portion
thereof) not exceeding the contribution and
benefil base during the calendar year in-
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volved, the appropriate amount to be de-
ducted and withheld under this subsection
is the amount by which—

“fi) the total deduction for those wages (or
Jor that portion) exceeds;

“fii) the OASDI contribution with respect
to those wages (or that portion).

“{B) With respect to any portion of Feder-
al wages of an employee or Member which
exceed the contribution and benefit base
during the calendar year involved, the ap-
propriate amount to be deducted and with-
held under this subsection is an amount
egqual fo the total deduction for that portion.

“fCJ For purposes of this paragraph—

“fi) the term ‘Federal wages’ means basic
pay for service as an employee or Member,
as the case may be;

“fii) the term ‘coniridution and benefit
base’ means the contribution and benefit
base in effect with respect to the period in-
volved, as determined under section 230 of
the Social Security Act;

“fiii) the term ‘total deduction’, as used
with respect to any Federal wages (or por-
tion thereof), means an amount equal to the
amount of those wages (or of that portion),
multiplied by the percentage which (bul for
this subsection) would apply under the first
sentence of subsection (a)i1) with respect to
the individual involved, and

“fiv) the term '‘OASDI contribution’, with
respeclt to any income, means the amount af
taxr which may be imposed under section
3101¢al of the Internal Revenue Code of 1954
with respect to such income (determined
withoul regard to any income which is not a
part of Federal wages).

“(3) The amount of a deposit under sub-
section (c) of this seclion for any service
with respect to which paragraph (1) of this
subsection applies shall be equal lo an
amount determined based on the preceding
provisions of this subsection, and shall in-
clude intlerest.”.

(2) Such section 8334 is further amended—

fAJ in paragraphs (1) and (2) of subsection
fe), by striking oul “or (i)” and inserting in
lieu thereof “(j), or (k)”;

(B) in subsection (f), by inserting “or (k)"
after “subsection (a)’; and

fC) in subsection (h), by striking out “and
()" and inserling in lieu thereof “(j), and
(k)"

fb) OFFsSeT IN BENEFITS.—(1) Subchapter III
of chapter 83 of title 5, United States Code,
is amended by adding al the end thereof the
Jollowing:

“§8349. Offset relating to certain benefits under
the Social Security Act

“falf1) Notwithstanding any other provi-
sion of this subchapter, if an individual
under seclion 8402rb)(2) is entitled, or
would on proper application be entitled, to
old-age insurance benefils under title II of
the Social Security Act, the annuity other-
wise payable to such individual shall be re-
duced under this subsection.

“t2) A reduction under this subsection
commences beginning with the first month
Jor which the individual both—

“f4) is entitled to an annuity under this
subchapter; and

“(B) is entitled, or would on proper appli-
cation be entitled, to old-age insurance bene-
fits under title IIT of the Social Security Act.

“f3)(A)fi) Subject to clause (ii) and sub-
paragraphs (B) and (C), the amount of a re-
duction under this subsection shall be equal
to the difference belween—

“(1) the old-age insurance benefit which
would be payable to the individual for the
month referred to in paragraph (2); and
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“YII) the old-age insurance benefit which
would be so payable, excluding all wages de-
rived from Federal service of the individual,
and assuming the individual were fully in-
sured (as defined by section 214fa) of the
Social Security Act).

“fii) For purposes of this subsection, the
amount of a benefit referred to in subclause
(I) or (II) of clause (i) shall be determined
without regard to subsections (b) through (1)
of section 203 of the Social Security Act, and
without regard to the requirement that an
application for such benefit be filed.

“(BJ) A reduction under this subsection—

“fi) may not exceed an amount equal to
the product of—

“(I) the old-age insurance benefit to which
the individual is entitled (or would on
proper application be entitled) for the
month referred to in paragraph (2), deter-
mined without regard to subsections (b)
through (1) of section 203 of the Social Secu-
rity Act; and

“(II) a fraction, as determined under sec-
tion 8421(b)(3) with respect to lhe individ-
ual, except that the reference to ‘service' in
subparagraph (A) of such section shall be
considered to mean Federal service; and

“fii) may not cause the annuily payment
Jor an individual o be reduced below zero.

“IC) An amount computed under sub-
clause (I) or (II) of subparagraph (A)(i), or
under subparagraph (B)(i)(I), for purposes
of determining the amount of a reduction
under this subsection shall be adjusted
under section 8340 of this title.

“4) A reduction under this subsection ap-
plies with respect to the annuity otherwise
payable to such individual under this sub-
chapter fother than under section 8337) for
the month involved—

“t4) based on service of such individual;
and

“{B) without regard to section 8345(j), if
otherwise applicable.

“t5) The operation of the preceding para-
graphs of this subsection shall not be consid-
ered for purposes of applying the provisions
of the second sentence of section
215(a)f7)BJ(i) or the provisions of section
215(d)(5)(ii) of the Social Security Act in de-
termining any amount under subclause (1)
or (II) of paragraph (3)(A)fi) or paragraph
{3 BIi)(1) for purposes of this subsection.

“fb)f1) Notwithstanding any other provi-
sion of this subchapter—

“fA) a disability annuity to which an indi-
vidual described in section 8402(bJ(2) is en-
titled under this subchapter, and

“fB) a survivor annuily to which a person
is entitled under this subchapter based on
the service of an individual described in sec-
tion 8402(bJ(2),
shall be subject to reduction under this sub-
section if that individual or person is also
entitled for would on proper application
also be entitled) to any similar benefils
under litle II of the Social Security Act
based on the wages and self-employment
income of such individual described in sec-
tion 8402/bJi2).

“12){A) Subject to subparagraph (B), re-
ductions under this subsection shall be
made in a manner consistenl with the
manner in which reductions under subsec-
tion fa) are computed and otherwise made.

“{B) Reductions under this subsection
shall be discontinued if, or for so long as, en-
titlement to the similar benefits under title
IT of the Social Security Act fas referred to
in paragraph (1)) is terminated (or, in the
case of an individual who has not made
proper application therefor, would be termi-
nated).

CONGRESSIONAL RECORD—HOUSE

“f3) For the purpose of applying seclion
224 of the Social Security Act to the disabil-
ity insurance benefit used to compute the re-
duction under this subsection, the amount
of the CSRS annuity considered shall be the
amount of the CSRS annuity before applica-
tion of this section.

“f4) The Office shall prescribe regulations
to carry out this subsection.

“fe) For the purpose of this section, the
term ‘Federal service' means service which
is employment for the purposes of title II of
the Social Securily Act and chapter 21 of the
Internal Revenue Code of 1954 by reason of
the amendments made by section 101 of the
Social Security Amendments of 1983.",

(2) The analysis for chapter 83 of title 5,
United States Code, is amended by adding
atl the end thereof the following new item.

“8349. Offset relating lo certain benefils
under the Social Security Acl.”.

fc) CREDITABILITY OF INTERIM SERVICE.—Sec-
tion 8334fc) of title 5, United States Code, is
amended by adding at the end thereof the
Jollowing: “Nolwithstanding the preceding
provisions of this subsection and any provi-
sion of section 206(b)(3) of the Federal Em-
ployees' Retirement Contribution Tempo-
rary Adjustment Act of 1983, the percentage
of basic pay required under this subsection
in the case of an individual described in sec-
tion 8§402(b)(2) shall, with respect to any
covered service f(as defined by section
203(al)(3) of such Act) performed by such in-
dividual after December 31, 1983, and before
January 1, 1987, be equal to 1.3 percent.”.
SEC. 202. NON-APPLICABILITY OF CIVIL SERVICE RE-
TIREMENT SYSTEM TO INDIVIDUALS
UNDER FEDERAL EMPLOYEES' RETIRE-
MENT SYSTEM.

fa) EMPLOYEES.—Section §331(1) of title 5,
United States Code, is amended—

(1) by amending clause (ii) to read as fol-
lows:

“fii) an employee subject to another retire-

ment system for Governmenl employees

fother than an employee described in clause

x)";

f2) by striking “or” at the end of clause
fviii);

f3) by striking the period al the end of
clause (ix) and inserling in lieu thereof 3
or’; and

(4) by adding after clause (ix) the follow-
ing:

“fx) an employee subject to the Federal
Employees’ Retirement System.”,

fb) MemBers oF CONGRESS.—Section
8331(2) of title 5, United States Code, is
amended by striking the semicolon and in-
serting in lieu thereof “, but does not in-
clude any such Member of Congress who is
subject to the Federal Employees’ Retire-
ment System or who makes an election
under section 8401(20) of this title not to be
subject to such System;”.

SEC. 203. PAY FOR THE EXECUTIVE DIRECTOR OF
THE FEDERAL RETIREMENT THRIFT
INVESTMENT BOARD.

Section 5314 of title 5, United States Code,
is amended by adding at the end thereof the
following:

“Execulive Director, Federal Retirement
Thrift Investment Board.”.

SEC. 204. ALTERNATIVE FORMS OF ANNUITIES.

fa) IN GENERAL.—Title 5, United Stales
Code, is amended by inserting afler section
8343 the following:

“§ 8343a. Alternative forms of annuities

“fa) The Office of Personnel Management
shall prescribe regulations under which an
employee or Member may, at the time of re-
tiring under this subchapter (other than
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under section 8337 of this title), elect annu-
ity benefits under this section instead of any
other benefils under this subchapter (includ-
ing any benefits under section 8341 of this
title) based on the service of the employee or
Member.

“fb) Subject to subsection (c), the Office
shall by regulation provide for such alterna-
tive forms of annuilies as the Office consid-
ers appropriate, except that among the alter-
natives offered shall be—

“f1) an alternative which provides for—

“A) payment of the lump-sum credil to
the employee or Member; and

“tB) payment of an annuity to the employ-
ee or Member for life; and

“f2) in the case of an employee or Member
who is married at the time of retirement, an
alternative which provides for—

“t4) payment of the lump-sum credit lo
the employee or Member, and

“IB) payment of an annuily to the employ-
ee or Member for life, with a survivor annu-
ity payable for the life of a surviving spouse.

“fe) Each allernative provided for under
subsection (b) shall, to the extent praclica-
ble, be designed such thal the present value
of the benefits provided under such alterna-
tive fincluding any lump-sum credil) is ac-
tuarially equivalent to the present value of
the annuity which would otherwise be pro-
vided the employee or Member under this
subchapler, as computed under subsections
fa)-fi) and (n) of section 8339 of this title.

“td) An employee or Member who, at the
time of retiring under this subchapter—

“(1) is married, shall be ineligible to make
an election under this section wunless a
waiver is made under section 8339(i)(1) of
this title; or

“f2) has a former spouse, shall be ineligible
to make an election under this section if the
former spouse is entifled to benefits under
section 8341(h) or 8345(j) of this tlille (based
on the service of the employvee or Member)
under the terms of a decree of divorce or an-
nulment, or a court order or court-approved
property settlement incident to any such
decree, with respect lo which the Office has
been duly notified.

“fe) An employee or Member who is mar-
ried at the time of retiring under this sub-
chapter and who makes an election under
this section may, during the 18-month
period beginning on the dale of retirement,
make the election provided for under section
8339(0) of this tille, subject to the deposit re-
quirement thereunder.’’

fb) CoONFORMING AMENDMENTS.—(1) The
analysis for chapler 83 of title 5, Unitled
States Code, is amended by inserting after
the item relating to section 8343 the follow-
ing:

“8343a. Alternative forms of annuities.".

(2) The second sentence of section 8342(a)
of title 5, United States Code, is amended by
striking “The" and inserling in lieu thereof
“Excepl as provided in section 8343a of this
tille, the™.

SEC. 205. RETIREMENT COUNSELING.

fa) IN GENERAL.—Subchapter III of chapter
83 of title 5, Uniled States Code, as amended
by section 201(bJ), is further amended by
adding at the end thereof the following:

“§ 8350. Retirement counseling

“fa) For the purposes of this section, the
term ‘retiremeni counselor’, when used with
respect lo an agency, means an employee of
the agency who is designated by the head of
the agency to furnish information on bene-
fits under this subchapter and chapter 84 of
this title and counseling services relaling lo
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such benefils lo other employees of the
agency.

“fb) The Director of the Office of Person-
nel Management shall establish a training
program for all retirement counselors of
agencies of the Federal Government.

“fe)(1) The training program established
under subsection (bJ)(1) of this section shall
provide for comprehensive lraining in the
provisions and administration of this sub-
chapter and chapler 84 of this title, shall be
designed lo promote fully informed relire-
ment decisions by employees and Members
under this subchapter and individuals sub-
ject to chapter 84 of this tlitle, and shall be
revised as necessary to assure that the infor-
mation furnished to retirement counselors
of agencies under the program is current.

“f2) The Director shall conduct a training
session under the training program atl least
once every 3 months.

“f3) Once each year, each retirement coun-
selor of an agency shall successfully com-
plete a training session conducted under the
training program.””

(b) CHAPTER ANALYSIS.—The chapter analy-
sis at the beginning of such chapter is
amended by inserting after the item relating
to seclion 8349 the following:

“8350. Retirement counseling.”.

SEC. 206. PARTICIPATION BY CERTAIN EMPLOYEES
AND MEMBERS ONLY IN THE THRIFT
SAVINGS PLAN.

fa)f1) Subchapler III of chapler 83 of lille
5, Uniled Slales Code (as amended by sec-
tions 201(b) and 205(a) of this Act), is
amended by adding at the end thereof the
Jollowing new section.

“§ 8351. Participation in the Thrift Savings Plan

“fa)(1) An employee or Member may elect
to contribute to the Thrift Savings Fund es-
tablished by section 8437 of this tille,

“f2) An election may be made under para-
graph (1) only during a period provided
under section 8432(b) for individuals who
are subject to chapter 84 of this title.

“fbJf1) Excepl as otherwise provided in
this subsection, the provisions of subchap-
ters III and VII of chapter 84 of this tille
shall apply with respect to employees and
Members making contributions to the Thrift
Savings Fund under subsection (a) of this
section.

“f2) An employee or Member may contrib-
ute to the Thrift Savings Fund in any pay
period any amount not exceeding 5 percent
of the amount of the employee’s or Member’s
basic pay for such period.

“3) No contributions may be made by an
employing agency for the benefit of an em-
ployee or Member under section 8432(¢c) of
this title.

“f4) Section 8433(b) of this title applies o
any employee or Member who elects to make
conlributions to the Thrift Savings Fund
under subsection fa) of this section and sep-
arates from Government employment enti-
tled to an immediate annuity under this
subchapter (including a disability retire-
ment annuity under section 8337 of this
title) or separates from Government employ-
ment entitled to benefits under subchapter I
of chapter 81 of this title.

“(5) Section 8433(c) of this title applies lo
any employee or Member who elects to make
contributions to the Thrift Savings Fund
under subsection (a) of this section and sep-
arates entitled lo a deferred annuily under
this subchapter.

“(6) Section 8433(d) of this title applies lo
any employee or Member who elecls to make
conlributions to the Thrift Savings Fund
under subsection (a) of this section and sep-
arates from the service before becoming enti-
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tled to an immediale or deferred annuity
under this subchapter.

“f7MA) The provisions of seclion 8435 of
this title that require a waiver or consent by
the spouse of an employee or Member for
Jormer employvee or Member) shall not apply
with respect to sums in the Thrift Savings
Fund contributed by the employee or
Member (or former employee or Member)
and earnings in the fund atiributable to
such sums.

“fB) An eleclion, change of election, or
modification (relating to the commence-
ment date of a deferred annuity) authorized
by subchapter III of chapter 84 of this litle
shall be effective in the case of @ married
employee or Member, and a loan may be ap-
proved under seclion 8433(i) of this title in
such case, only after the Execulive Director
notifies the employee’s or Member’s spouse
that the election, change of election, or
modificalion has been made or that the Ezx-
eculive Direclor has received an application
Sfor such loan, as the case may be.

“fC) Subparagraph (B) may be waived
with respect to a spouse or former spouse if
the employee or Member establishes to the
satisfaction of the Executive Director of the
Federal Retirement Thrift Investment Board
that the whereabouls of such spouse or
Sformer spouse cannot be delermined.

“f8) Sums contributed under this section
and earnings attributable to such sums may
be invested and reinvested only in the Gov-
ernment Securities Investment Fund estab-
lished under section 8438(b)(1)i4) of this
title.

“fe) The Executive Director of the Federal
Retirement Thrift Investment Board may
prescribe regulations to carry out this sec-
tion.”.

f2) The analysis for chapter 83 aof such title
is amended by adding at the end thereaf the
Jollowing:

“8351. Participation in the Thrift Savings
Plan.”.

fb) An election may first be made by an
employee of the Federal Government or a
Member of Congress under section 8351 of
title 5, United States Code (as added by sub-
seclion (a)(l)), during the first period re-
Jerred lo in subsection (a)(2) of such section
which commences on or after July 1, 1987.
SEC. 207. MISCELLANEOUS AMENDMENTS.,

fa) AMENDMENT TO SECTION 2105.—Section
2105(c)(2) of title 5, Uniled States Code, is
amended by striking out “chapter 81" and
inserting in lieu thereof ‘‘chapter 81, chapter
84,

(b) AMENDMENT TO SECTION 2109.—Section
2109(1) of title 5, United States Code, is
amended to read as follows:

“(1) ‘air traffic controller’ or ‘controller’
means a civilian employee of the Depart-
ment of Transportation or the Department
of Defense who, in an air traffic control fa-
cility or flight service station facility—

“f4) is actively engaged—

“fi) in the separation and control of air
traffic; or

“fii) in providing preflight, inflight, or
airport advisory service to aircraft opera-
tors; or

“(B) iz the immediate supervisor of any
employee described in subparagraph (A);
and”.

fc) AMENDMENT TO SECTION 6301.—Section
6301(2)(B) of title 5, United States Code, is
amended Lo read as follows:

“fB) an individual first employed by the
governmenlt of the District of Columbia
before October 1, 1987;".

fd) AMENDMENT TO SECTION 6303.—The
second sentence of section 6303(a) of title 5,
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United States Code, is amended by striking
out “title.” and inserting in lieu thereof
“title and all service creditable under sec-
tion 8411 of this title for the purpose of
chapter 84 of this title.”.

fe) AMENDMENT TO SECTION 8116.—Section
8116 of title 5, United States Code, is amend-
ed by adding at the end thereof the follow-
ing:

“fd) Notwithstanding the other provisions
of this section, an individual receiving bene-
fils for disability or death under this sub-
chapter who is also receiving benefits under
subchapter III of chapter 84 of this title or
benefilts under title II of the Social Security
Act shall be entitled to all such benefits,
except that—

“f1) benefits received under section 223 of
the Social Security Act fon account of dis-
ability) shall be subject to reduction on ac-
count of benefits paid under this subchapter
pursuant lo the provisions of section 224 of
the Social Security Act; and

“2) in the case of benefits received on ac-
count of age or death under title II of the
Social Security Act, compensation payable
under this subchapter based on the Federal
service of an employee shall be reduced by
the amount of any such social security bene-
fits payable that are attributable to Federal
service af that employee covered by chapter
84 of this title. However, eligibility for or re-
ceipt of benefits under chapter 84 of this
title, or benefits under title Il of the Social
Security Act by virtue of service covered by
chapter 84 of this title, does notl affect the
right of the employee to compensation for
scheduled disabilities specified by section
8107fc) of this title.”,

(f) AMENDMENTS TO SEcTioN 8331.—Section
8331(1) of title 5, United Stales Code, as
amended by section 202(a), is further
amended—

(1) by amending subparagraph (G) to read
as follows:

“IG) an individual first employed by the
government of the District of Columbia
before October 1, 1987;"; and

f2) by striking out “or” at the end of
clause (ix), by striking out the period at the
end of clause x) and inserting in lieu there-
of *; or", and by adding after clause z) the
Jollowing:

“fxi) an employee under the Bolanic
Garden excluded by the Director or Acting
Director of the Botanic Garden under sec-
tion 8347(1) of this title.".

(g) AMENDMENTS TO SECTION 8332.—(1) Sec-
tion 83321b) of title 5, United States Code, is
amended—

fA) by striking “and” at the end of para-
graph (12), striking the period at the end of
the first paragraph (13) and inserting a
semicolon, redesignaling the second para-
graph (13) as paragraph (14), and striking
the period at the end of such paragraph (14)
fas so redesignated) and inserting *; and’;

(B) by inserting afler paragraph (14) (as
so redesignated by subparagraph (A)) the
Jollowing:

“f15) subject to section 8334(c) and 8339(i)
of this title, service performed on or afler
January 3, 1969, and before January 4, 1973,
as the Washington Representative for Guam
or the Washinglon Representative for the
Virgin Islands, only if the individual serves
as a Member for a period of al least five
yvears after January 2, 1973.";

(C) in the second sentence after paragraph
f15) fas added by subparagraph (B)), by
striking “(13)" and inserting “(14)"; and

(D) by adding at the end thereof the fol-
lowing: “For the purpose of this subchapter,
service of the type described in paragraph
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(15) of this subsection shall be considered
Member service.”.

f2) The last sentence of section 8332(f) of
title 5, United States Code, is amended by
striking “13)" and inserting “(14)".

(3) The last senlence of section 8332(k)(1)
of title 5, United States Code, is amended by
striking “second” and inserting “third”.

(h) AMENDMENTS TO SECTION 8342.—Section
8342(a) of title 5 United States Code, is
amended—

(1) in paragraphs (1)(B) and (3), by insert-
ing “, or chapter 84 of this title,” after “sub-
chapter”; and

f2) by adding at the end the following: “In
applying this subsection with respect to an
employee or Member who becomes subject to
chapter 84 of this title, entitlement to pay-
ment of the lump-sum credil shall be deter-
mined without regard to paragraph (1) or
f3) if, and to the extent that, such lump-sum
credil relates to service of a type described
in clauses (i) through (iii) of section
302(a)(1)MC) of the Federal Employees’ Re-
tirement System Act of 1986.".

fi) AMENDMENT TO SEcCTION 8347.—Section
8347 of title 5, United States Code, is amend-
ed by adding at the end thereof the follow-
ing:

“Un)(1) Notwithstanding any other provi-
sion of this subchapter, the Director of Cen-
tral Intelligence shall, in a manner consist-
ent with the administration of this subchap-
ter by the Office, and to the extent consid-
ered appropriate by the Director of Central
Intelligence—

“tA) determine entitlement to benefils
under this subchapter based on the service
of employees of the Central Intelligence
Agency;

“{B) maintain records relating to the serp-
ice of such employees;

“1C) compute benefits under this subchap-
ter based on the service of such employees;

“{D) collect deposils to the Fund made by
such employees, their spouses, and their
Sformer spouses;

“(E) authorize and direct disbursements
Jrom the Fund to the extent based on service
of such employees; and

“fF) perform such other functions under
this subchapter as the Director of Central
Intelligence, in consultation with the Direc-
tor of the Office of Personnel Management,
determines to be appropriate.

“r2) The Director of the Office of Person-
nel Management shall furnish such informa-
tion and, on a reimbursable basis, such serv-
ices to the Director of Central Intelligence
as the Director of Central Intelligence re-
quests to carry oul paragraph (1) of this sub-
section.

“t3)(A) The Director of Central Intelli-
gence, in consultation with the Director of
the Office of Personnel Management, shall
by regulation prescribe appropriale proce-
dures to carry out this subsection.

“tB) The regulations shall provide proce-
dures for the Director of the Office of Per-
sonnel Management lo inspect and audil
disbursements from the Civil Service Retire-
ment and Disability Fund under this sub-
chapter.

“fC) The Director of Central Intelligence
shall submit the regulations prescribed
under subparagraph (A) to the Select Com-
mittee on Intelligence of the Senate and the
Permanent Select Committee on Intelligence
of the House of Representatives before the
regulations take effect.

“(4)(A) Section 201(c) of the Central Intel-
ligence Agency Retirement Act of 1964 for
Certain Employees shall apply in the admin-
istration of this subchapter lto the extent

71-059 O-87-29 (Pt. 8)

CONGRESSIONAL RECORD—HOUSE

that the provisions of this subchapter are
administered under this subsection.

“fB) Notwithstanding subparagraph (A) of
this paragraph, section 8§347(d) of this tille
shall apply with respect fo employees of the
Central Intelligence Agency who are subject
to the Civil Service Retirement System.”.

(j) AMENDMENTS TO SECTION 8348.—Seclion
8348fa) of title 5, Uniled States Code, is
amended—

f1) in paragraph (1)fA), by striking out
“subchapter;” and inserting in lieu thereof
“subchapter or by the provisions of chapler
84 of this litle which relale to benefils pay-
able out of the Fund,"”;

f2) in paragraph (1){B)—

fA) by inserting “or 8462" after “8340";
and

(B) by striking out “tille, and"” and insert-
ing in lieu thereof “title or subchaplers IT
and IV of chapter 84 of this title, and’; and

f3) in paragraph (2), by striking out
“chapter” and inserting in lieu thereof
“chapter, chapter 84 of this title,".

(k) AMENDMENTS TO CHAPTER 87.—Chapter
87 of title 5, Uniled States Code, is amend-
ed—

(1) by amending section 8701fal(6) to read
as follows:

“6) an individual first employed by the
government of the District of Columbia
before October 1, 1987;";

r2) in section 8706, by striking out subsec-
tion (c) and redesignating subsections (d),
fe), and (f) as subsections (c), (d), and f(e),
respectively;

(3) by striking oul subsection (c/(1) of sec-
tion 8714a and inserting in lieu thereof the
Sollowing:

“fe)f1) Except as otherwise provided in
this subsection, the optional insurance on
an employee stops on his separation from
service or 12 months afler disconlinuance of
his pay, whichever is earlier, subject lo a
provision for temporary extension of life in-
surance coverage and for conversion lo an
individual policy of life insurance under
condilions approved by the Office."”;

(4) by striking out the first sentence of sec-
tion 8714blc)(1) and inserting in lieu thereof
the following: “Except as otherwise provided
in this subsection, the additional optional
insurance elected by an employee pursuant
to this section shall stop on separation from
service or 12 months after discontinuance of
his pay, whichever is earlier, subject fo a
provision for lemporary extension of life in-
surance coverage and for conversion to an
individual policy of life insurance under
conditions approved by the Office.”; and

(5) by striking out subsection (c)(1) of sec-
tion 8714c¢ and inserting in lieu thereof the
Jollowing:

“fe)f1) Except as otherwise provided in
this subsection, the optional life insurance
on family members shall stop at the earlier
of the employee’s death, the employee’s sepa-
ration from the service, or 12 months after
discontinuance of pay, subject to a provi-
sion for temporary ertension of life insur-
ance coverage and for conversion to indi-
vidual policies of life insurance under con-
ditions approved by the Office.”.

1) AMENDMENTS TO SECTION 8901.—Section
8301 of title 5, United States Code, is amend-
e —

(1) by amending paragraph (1)(E) to read
as follows:

“fE) an individual first employed by the
governmenl of the District of Columbia
before October 1, 1987;";

f2) by amending paragraph (3)(A) to read
as follows:

“fA) an employee who retires—
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“fi) on an immediate annuity under sub-
chapter III of chapter 83 of this title, or an-
other retirement system for employees of the
Government, after 5 or more years of serv-
ice,

“fii) under seclion 8412 or 8414 of this
title; or

“fiii) for disability under subchapter III of
chapler 83 of this litle, chapter 84 of this
title, or another retirement system for em-
ployees of the Government;";

(3) in paragraph (4), by inserting
chapter 84" after “83";

(4) in paragraph (10)(C)(i), by inserting
“or 8467 after “8345(j)", by inserting “or
8445” aster “8341fh)", and by striking out
“System),” and inserling in lieu thereof
“System or the Federal Employees’ Retire-
ment System),”; and

(5) in paragraph (10)(C)ii)—

fA) by striking out “or 8345(§)" and insert-
ing in lieu thereof “8345(j), 8445, or 8467”
and by striking out “System)” and inserting
in lieu thereof “System or the Federal Em-
ployees” Retirement System)”; and

fB) by inserting ‘“or 8417(b)” after
““8339(3)(3)"".

(m) AMENDMENTS TO SECTION 8905.—Section
8905(c)(1) of title 5, United States Code, is
amended—

f1) in subparagraph (B), by inserting “or
8417(b)” after “8339()(3)"; and

f2) in the second sentence, by striking out
“or 8345(7)” and inserting in lieu thereof
“8345(7), 8445, or 8467".

fn) AMENDMENT TO SEcTION 5102.—Section
5102(c)(14) of title 5, United States Code, is
amended by inserting “fother than employ-
ees of the Federal Retirement Thrift Invest-
ment Management System appointed under
section 8474(c)i2) of this title)” after
“United States”.

TITLE III—OTHER PROVISIONS RELATING TO
THE FEDERAL EMPLOYEES' RETIREMENT
SYSTEM AND THE CIVIL SERVICE RETIRE-
MENT SYSTEM

SEC. 301. ELECTIONS.
fa) ELECTIONS FOR INDIVIDUALS SUBJECT TO

THE CirviL. SERVICE RETIREMENT SYSTEM.—

f1)(A) Any individual (other than an indi-

vidual under subsection (b)) who, as aof June

30, 1987, is employed by the Federal Govern-

ment, and who is then subject to subchapter

IIT of chapler 83 of title 5, United Slates

Code, may elect to become subject to chapter

84 of such title.
fB) An election under this paragraph may

not be made before July 1, 1987, or after De-

cember 31, 1987.

(2)(A) Any individual who, after June 30,
1987, becomes reemployed by the Federal
Government, and who is then subject Lo sub-
chapter IIT of chapter 83 of title 5, United
States Code, may elect to become subject fo
chapter 84 of such title,

fB) An election under this paragraph shall
not be effective unless it is made during the
sir-month period beginning on the date on
which reemployment commences.

fb) ELECTIONS FOR CERTAIN INDIVIDUALS
SErviING CONTINUOUSLY SINCE DECEMBER 31,
1983.—The following rules shall apply in the
case of any individual described in section
8402(b)(1) of title 5, United Stales Code:

(1) If, as of December 31, 1986, the individ-
ual is subject to subchapter III of chapter 83
of title 5, United States Code, but is not sub-
Jject to section 204 of the Federal Employees’
Retirement Contribution Temporary Adjust-
ment Act of 1983, the individual shall
remain so subject to such subchapter unless
the individual elects, after June 30, 1987,
and before January 1, 1988—

“or
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(A) to become subject to such subchapter
under the same terms and conditions as
apply in the case of an individual described
in section 8402(bJ)(2) of such title who is sub-
ject to such subchapter; or

(B) to become subject to chapter 84 of such

title.
An individual eligible to make an election
under this paragraph may make the election
described in subparagraph (4) or (BJ), but
not both.

(2) If, as of December 31, 1986, the individ-
ual is subject to subchapter III of chapter 83
of title 5, United States Code, and is also
subject to section 204 of the Federal Employ-
ees’ Retirement Contribution Temporary Ad-
justment Act of 1983, the individual—

(A) shall, as of January 1, 1987, become
subject to such subchaptler under the same
terms and condilions as apply in the case of
an individual described in section
8402(bJ(2) of such title who is subject to such
subchapter; and

fB) may (during the siz-month period de-
scribed in subsection (al(1)(B)) elect to
become subject lo chapler 84 of such title.

(3)(A)(i) If, as of December 31, 1986, the in-
dividual is not subject to subchapter III of
chapter 83 of title 5, United States Code, the
individual may, during the siz-month
period described in subsection (al(1)(B),
and if such individual has not since become
subject to such subchapter pursuant to noti-
fication under section 8331(2) of such title,
elect to become subject to chapter 84 of such
title.

(ii) An individual who makes an election
under this subparagraph ceases lo be eligible
to become subject to subchapter III of chap-
ter 83 of tille 5, United States Code, pursu-
ant to notification under section 8331(2) of
such title.

(B) Exceplt as provided in subparagraph
(A)(ii), nothing in this paragraph shall pre-
clude an individual from becoming subject
to subchapter III of chapter 83 of tille §5,
United States Code, pursuant fo notlifica-
tion under section 8331(2) of such title.
However, an individual who becomes sub-
ject to such subchapter pursuant to notifica-
tion under such section 8331/2) after Decem-
ber 31, 1986, shall become subject to such
subchapter under the same terms and condi-
tions as apply in the case of an individual
described in seclion 8402(b)(2) of such tlille
who is subject to such subchapter.

fc) EFFECTIVE DATE; IRREVOCABILITY.—An
election made under this section—

(1) shall take effect beginning with the
first pay period beginning after the datle of
the election, and

(2) shall be irrevocable.

(d) CONDITION FOR MAKING AN ELECTION;
ExteEnsioNn To Satisry CoNDITION.—(1) An
election under this section to become subject
to chapter 84 of title 5, United States Code,
shall not be considered effective in the case
aof an individual having one or more former
spouses, unless the election is made with the
writlen consent of such former spouse (or
each such former spouse, if there is more
than one).

f2)(A) This subsection applies with respect
to a former spouse who (based on the service
of the individual involved) is entitled to
benefits under section 8341(h) or 8345(j) of
title 5, United Stales Code, under the terms
of a decree of divorce or annulment, or a
court order or court-approved property sel-
tlement incident to any such decree, with re-
spect to which the Office of Personnel Man-
agement has been duly notified.

(B) This subsection does not apply with re-
spect to a former spouse who has ceased to
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be so entlitled as a resull of remarrying
before age 55.

(3) The requirement under paragraph (1)
shall be considered salisfied with respect to
a former spouse if the individual seeking to
make the election establishes to the satisfac-
tion of the Office (in accordance with regu-
lations prescribed by the Office)—

(A) that the former spouse’s whereabouts
cannot be determined; or

(B) that, due to erxceptional circum-
stances, requiring the individual to seek the
Jormer spouse’s consent would otherwise be
inappropriate.

(4)(A) The Office shall, upon application
of an individual, grant an exrtension for
such individual to make an election referred
to in paragraph (1) if such individual—

(i) files application for extension before
the end of the period during which such in-
dividual would otherwise be eligible to make
such election, and

(i) demonstrates to the satisfaction of the
Office that the extension is needed lo secure
the modification of a decree of divorce or
annulment (or a court order or court-ap-
proved property settlement incident to any
such decree) in order to salisfy lhe consent
requirement under paragraph (1),

(B) An extension under this paragraph
shall be for 6 months or for such longer
period as the Office considers appropriate.

fe) ExcLusrons.—This section does not
apply to an individual under section
8331(1)IG) of tille 5, United States Code.

SEC. 302. EFFECT OF AN ELECTION UNDER SECTION
301 TO BECOME SUBJECT TO THE FED-
ERAL  EMPLOYEES'  RETIREMENT
SYSTEM.

fa) GENERAL AND SPECIAL RULES.—All provi-
sions of chapter 84 of title 5, Uniled States
Code (including those relating to disability
benefils, survivor benefils, and any reduc-
tions lo provide for survivor benefits) shall
apply with respect to any individual who
becomes subject to such chapter pursuant to
an election under section 301, except if, or to
the extent that, such provisions are incon-
sistent with the following:

(1)fA) Any civilian service which is per-
Jormed before the effective dale of the elec-
tion under section 301 shall not be credita-
ble under chapter 84 of title 5, United Stales
Code, except as otherwise provided in this
subsection.

(B) Any service described in subparagraph
fA) which is covered service within the
meaning of section 203(a)(3) of the Federal
Employees’ Retirement Contribution Tem-
porary Adjustment Act of 1983 (97 Stat
1107; 5 U.S.C. 8331 nole) (hereinafier in this
section referred lo as “covered service”)
shall be creditable under chapter 84 of title
5, United States Code, i/—

(i) with respect to any such service per-
formed before January 1, 1987, 1.3 percent of
basic pay for such service was withheld in
accordance with such Act or, if either such
withholding was not made or was made, but
the amount so withheld was subsequently re-
Sunded, 1.3 percent of basic pay for such
period is deposited to the credit of the Civil
Service Retirement and Disability Fund
fhereinafier in this section referred lo as the
“Fund"”), with interest (computed under sec-
tion 8334re) of such title); and

fii) with respect to any such service per-
JSormed after December 31, 1986, and before
the effective date of the election, an amount
equal to the percentage of basic pay for such
service which would be required to be with-
held under seclion 8422(a) of title 5, United
States Code, has been contribuled (o the
Fund by the individual involved, whether by
withholdings from pay or, if either no with-
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holding was made or was made, bul the
amount withheld was subsequently refund-
ed, the aforementioned percentage of basic
pay for such period is deposited to the credit
of the Fund, with interest (computed under
section 8334(e) of such title).

(C) Any service described in subparagraph
(A)—

i) which is not covered service;

(ii) which constitules service of a type de-
scribed in section 8411/bJ)(3) of title 5,
United States Code (determined without
regard to whether such service was per-
formed before, on, or after January 1, 1988,
and without regard to the provisions of sec-
tion 8411(f) of such title); and

fiii) which, in the aggregate, is equal lo
less than 5 years;
shall be creditable under chapter 84 of such
title, subject to section 8411(f) of such title.

(D) Any service described in subparagraph
fA)—

(i) which is not covered service;

fii) which constitutes service of a type de-
scribed in section 8411ib)(3) of title 5,
United States Code (determined without
regard to whether such service was per-
formed before, on, or after January 1, 1989,
and without regard to the provisions of sec-
tion 8411(f) of such title); and

(iii) which, in the aggregate, is equal to 5
years or more;

shall be credilable for purposes of—

(I) section 8410 of such title, relating to
the minimum period of civilian service re-
quired to be eligible for an annuity;

(II) any provision of section 8412 (other
than subsection (d) or fe) thereof), 8413,
8414, 8442(b)(1)(B), or 8451 of such title
which relates to a minimum period of serv-
ice for entitlement to an annuitly,
sum the provisions of paragraphs (4) and
6);

(IV) any provision of section 8412(d) of
such title which relates to a minimum
period of service for entitlement to an annu-
ity, but only if and lo the extent thal the
service described in subparagraph (A) was
as a law enforcement officer or firefighter;
and

(V) any provision of secltion 8412(e) of
such title which relales to a minimum
period of service for entitlement to an annu-
ity, but only if and to the extent that the
service described in subparagraph (A) was
as an air traffic controller.

(2)({A) Except as provided in subparagraph
(B), the creditability under chapter 84 of
title 5, United States Code, of any military
service which is performed before the effec-
tive date of the election under section 301
shall be determined in accordance with ap-
plicable provisions of such chapter.

(B} If the electing individual has per-
Sformed service described in clauses (i)
through (iii) of paragraph (1)(D), service de-
scribed in subparagraph (A) which, but for
the provisions of subsection (b), would be
creditable under subchapter III of chapter
83 of title 5, United States Code, as in effect
on December 31, 1986, shall be creditable for
purposes of—

i) any provision of section 8412 (other
than subsection (d) or (e) thereof), 8413, or
8414 of such title which relates to a mini-
mum period of service for entitlement to an
annuity; and

fii) the provisions of paragraph (4).

(3)(A)(i) If the electing individual becomes
entitled to an annuity under subchapter IT
of chapter 84 of title 5, United States Code,
or dies leaving a survivor or survivors enti-
tled to benefits under subchapter I'V of such
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chapter, the annuily for such individual
shall be equal to the sum of the individual's
accrued benefils under the Civil Service Re-
tirement System fas determined under para-
graph (4)) and the individual’s accrued ben-
efits under the Federal Employees’ Retlire-
ment System (as determined under para-
graph (5)).

fii) An annuity computed under this sub-
paragraph shall be deemed Lo be the individ-
ual’s annuity computed under section 8415
of title 5, United States Code.

(B) If the electing individual becomes en-
titled to an annuity under subchapter V of
chapter 84 of title 5, United States Code, and
if it becomes necessary to compute an annu-
ity under section 8415 of such title with re-
spect to such individual as a resull of such
individual’s having become so entitled, the
methodology set forth in subparagraph (4)
shall be used in computing any such annu-
ity under section 8415.

(4) Except as provided in paragraph
(12)(B), accrued benefits under this para-
graph shall be computed in accordance with
applicable provisions of subchapter III of
chapter 83 of title 5, United States Code (but
without regard to subsection (i) or (k), or the
second sentence of subsection fe), of section
8339 of such title) using only any civilian
service under paragraph (1)X(D), and any
military service under paragraph (2)(B),
which would be creditable for purposes of
computing an annuity under such subchap-
ter.

(5) Acerued benefits under this paragraph
shall be computed under section 8415 of title
5, United States Code, using—

fA) total service credilable under chapter
84 of such title which is performed on or
after the effective date of the election under
section 301; and

(B) with respect to service performed
before such effective date—

fi) creditable civilian service (as deler-
mined under applicable provisions of this
subsection) other than any service described
in paragraph (1)(D); and

(ii) creditable mililary service (as deter-
mined under applicable provisions of this
subsection) other than any service described
in paragraph (2)(B).

(6)fA) For purposes of any compulation
under paragraph (4) or (5), the average pay
to be used shall be the largest annual rate re-
sulting from averaging the individual's
rates of basic pay in effect over any 3 con-
secutive years of creditable service or, in the
case of an annuily based on service of less
than 3 vears, over the total period of service
so creditable, with each rate weighted by the
period it was in effect.

(B) For purposes of subparagraph (A),
service shall be considered creditable if it
would be considered creditable for purposes
of determining average pay under chapter
83 or 84 of title 5, United States Code.

f7) The cost-of-living adjustments for the
annuity of the elecling individual shall be
made as follows:

fA) The portion of the annuily atiributa-
ble to paragraph (4) shall be adjusted at the
time and in the amount provided for under
section 8340 of title 5, United States Code.

fB) The portion of the annuity attributa-
ble to paragraph (5) shall be adjusted at the
time and in the amount provided for under
section 8462 of title 5, United States Code.

(8) For purposes of any computation
under paragraph (4) in the case of an indi-
vidual who retires under section 8412 or
8414 of title 5, United States Code, or who
dies leaving a survivor or survivors entitled
to benefits under subchapter IV of such
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chapter, sick leave creditable under section
8339/m) of such title shall be equal to the
number of days of unused sick leave to the
individual's credit as of the date of retire-
ment or as of the effective date of the indi-
vidual's election under section 301, whichev-
er is less,

(9) In computing the annuity under para-
graph (3) for an individual reliring under
section 8412(g) or 8413rb) of Litle 5, United
States Code, the reduction wunder section
8415(f) of such title shall apply with respect
to the sum computed under such paragraph.

(10) An annuity supplement under section
8421 of title 5, United States Code, shall be
computed using the same service as is used
JSor the computation under paragraph (5).

f11) Effective from its commencing date,
an annuity payable to an annuitant’s survi-
vor (other than a child under section 8443 of
title 5, United States Code) shall be in-
creased by the total percent by which the de-
ceased annuitanl’s annuily was increased
under paragraph (7).

(12)(A) If the electing individual is subject
to section 8344 of title 5, United States Code,
at the time of making the election, payment
of annuily benefits otherwise pavable to
such individual under subchapter III of
chapter 83 of such title fand any related de-
ductions from pay) shall terminate as of the
effective date of the election.

fB) Accrued benefils under paragraph (4)
Sor an individual described in subparagraph
(A) shall be computed—

(i) in accordance with applicable provi-
stons of subchapter III of chapter 83 of title
5, United States Code (but without regard to
subsection (j) or (k), or the second sentence
of subsection fe), of section 8339 of such
title) using only any civilian service under
paragraph (1)(D), and any mililary service
under paragraph (2)(B), which would be
creditable for purposes of computing an an-
nuity under such subchapter; and

fii) as if the individual’s reemployment
terminated on the effective date of the elec-
tion.

fb) CHAPTER 83 GENERALLY INAPPLICABLE.—
(1) Except as provided in subsection (a) or
paragraph (2), subchapter III of chapter 83
of title 5, United States Code, shall not
apply with respect to any individual who
becomes subject to chapter 84 of title 5,
United States Code, pursuant to an election
under section 301.

f2) Nothing in paragraph (1), or in sub-
chapter III of chapter 83 of title 5, United
States Code, shall preclude—

fA) the making of a deposit under such
subchapter with respect to any civilian serv-
ice under subsection (al)(1)(D) or military
service under subsection (a/(2)(B) either by
the electing individual or, for purposes of
survivor annuities, by a survivor of such in-
dividual,

fB) Nothing in paragraph (1) shall pre-
clude the payment of any lump-sum credit
in accordance with section 8342 of title 5,
United States Code.

fc) REFUNDS RELATING TO CERTAIN CIVILIAN
SERVICE.—(1) Any individual who makes an
election under section 301 to become subject
to chapler 84 and who, with respect to any
period before the effective dale of the elec-
tion, has made a contribution to the Civil
Service Retirement System (whether by de-
ductions from pay or by a deposit or rede-
posit) and has not taken a refund of the con-
tribution (as so made), shall be entitled to a
refund equal to—

fA) for a period of service under clause (i)
of subsection (al)(1)(BJ), the amount by
which—
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(i) the amount contributed with respect to
such period, exceeds

fii) the amount required under such clause
(i) with respect to such period;

fB) for a period of service under clause (ii)
of subsection f(al)(1)(B), the amount by
which—

fi) the amount so contributed with respect
to such period, exceeds

fii) the amount required under such clause
(ii) with respect to such period; and

(CJ for a period of service under subpara-
graph (C) of subsection (a)(1), the amount
by which—

(i) the amount so conlributed with respect
to such period, exceeds

fii) the amount required under such sub-
paragraph with respect to such period.

f2) A refund under this subsection—

(A} shall be payable with interest, comput-
ed al the rate applicable for the period in-
volved under section 8331(8)(C) of title §,
United Stales Code, but only if such interest
would be payable pursuant fo an applica-
tion for a lump-sum credit appropriately
filed under subchapter III of chapter 83 of
such title; and

fBJ) shall be payable upon writlen applica-
tion therefor filed with the Office of Person-
nel Management.

SEC. 303. PROVISIONS RELATING T0O AN ELECTION TO
BECOME SUBJECT TO CHAPTER 83 SUB-
JECT TO CERTAIN OFFSETS RELATING
T0 SOCIAL SECURITY.

fa) ReruNp.—Any individual who makes
an election under section 301ibJ(1)(A) shall,
upon written application lo the Office of
Personnel Managementi, be entilled to a
refund equal to—

1) for the period beginning on January 1,
1984, and ending on December 31, 1986, the
amount by which—

(A) the total amount deducted from such
individual’s basic pay under such section
8334raJ(1) for such period, exceeds

fB) the total amount which would have
been deducted if such individual's basic pay
had instead been subject to section 8334(k)
of such title during such period.

(b) DEPOSIT REQUIREMENTS.—(1) In the case
of an individual who becomes subject to sub-
chapter III of chapter 83 of title 5, United
States Code, pursuant to notification as de-
scribed in the second sentence aof section
301(b)(3)(B), service performed by such indi-
vidual before the effective date of the notifi-
cation shall not be considered creditable
under such subchapter unless—

fA) for any service during the period be-
ginning on January 1, 1987, and ending on
the day before such effective date, there is
deposited lo the credit of the Fund a per-
centage of basic pay for such period equal to
the percentage which would have applied
under section 8334fk) of such title if such in-
dividual's pay had been subject fto such sec-
tion during such period;

fBJ for any period of service beginning on
January 1, 1984, and ending on December
31, 1986, there is deposited to the credit of
the Fund an amount equal to 1.3 percent of
basic pay for such period; and

(C) for any period of service before Janu-
ary 1, 1984, there is deposited to the credit of
the Fund any amount required with respect
to such period under such subchapter.

f2) A deposit under this subsection may be
made by the individual or, for purposes of
survivor annuities, a survivor of such indi-
vidual.




11164

SEC. 304d. AMENDMENTS RELATING TO SOCIAL SECU-
RITY.

fa) AMENDMENTS TO SOCIAL SECURITY ACT.—
Section 210(a)(5) of the Social Security Act
is amended—

(1) by striking out “or” at the end of sub-
paragraph (F);

(2) by striking out the semicolon at the
end of subparagraph (G) and inserting in
lieu thereof *, or’; and
(3) by adding at the end thereof the follow-
ing:

“H) service performed by an individual
on or after the effective date of an election
by such individual under section 301fa) of
the Federal Employees’ Retirement System
Act of 1986, or under regulalions issued
under section 860 of the Foreign Service Act
of 1980 or section 307 of the Central Intelli-
gence Agency Retirement Act of 1964 for Cer-
tain Employees, to become subject to chapler
84 of title 5, United States Code,”.

fb) AMENDMENTS TO THE INTERNAL REVENUE
CobE oF 1954.—Section 3121(bJ)(5) of the In-
ternal Revenue Code of 1954 is amended—

(1) by striking out “or” at the end of sub-
paragraph (F);

f2) by striking out the semicolon at the
end of subparagraph (G) and inserting in
lieu thereof *, or'; and

13) by adding at the end thereof the follow-
ing:

“fH) service performed by an individual
on or after the effective date of an election
by such individual under section 301fa) of
the Federal Employees’ Relirement Sysiem
Act of 1986, or under regulations issued
under section 860 of the Foreign Service Act
of 1980 or section 307 of the Central Intelli-
gence Agency Retirement Act of 1964 for Cer-
tain Employees, to become subjecl to chapler
84 of title 5, United States Code;".

SEC. 305. EXTENSION OF FEDERAL EMPLOYEES' RE-
TIREMENT CONTRIBUTION TEMPORARY
ADJUSTMENT ACT OF 198%; REFUND OF
EXCESS CONTRIBUTIONS.

fa) ExtensioN.—The Federal Employees’
Retirement Contribution Temporary Adjusi-
ment Act of 1983 (97 Stal. 1106; 5 U.S.C.
8331 note) is amended—

f1) in sections 202(6), 203(al(4)(A),
203(al)(4)(B), 204(a), and 206(b)(2)(A)(1) by
striking “May 1, 1986" each place il appears
and inserting ‘“January 1, 1987, and in sec-
tions 202(1) and 206(c)(3) by striking “Janu-
ary 1, 1986 and inserting “January 1,
1987"; and

f2) in subsections (b) and fe) of seclion
205, by striking out “and 1986 and insert-
ing in lieu thereof 1986, and 1987".

fb) REFUNDS.—(1) The amendments made
by subsection fa) shall be effective as of May
1, 1986.

(2) Any refund payable to an individual as
a result of paragraph (1) shall be paid out of
Junds of the appropriate relirement system.

f3) For purposes of this subsection, the
term “retirement system” means a covered
retirement system as defined by seclion

203(a)(2) of the Federal Employees’ Relire-

ment Contribution Temporary Adjustment

Act of 1983 (97 Stal. 1107; 5 U.S.C. 8331

note).

SEC. 306. APPLICABILITY TO THE UNITED STATES
POSTAL SERVICE.

Section 1005(d) of title 39, United States
Code, is amended to read as follows:

“fd) Officers and employees of the Postal
Service (other than the Governors) shall be
covered by chapters 83 and 84 of title 5. The
Postal Service shall withhold from pey and
shall pay into the Civil Service Retirement
and Disability Fund the amounts specified
in or determined under such chapler 83 and
subchapter II of such chapter 84, respective-
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ly. The Postal Service shall pay into the Fed-
eral Retirement Thrift Savings Fund the
amounts specified in or determined under
subchapters III and VII of such chapter 84.".
SEC. 307. USE OF “NORMAL-COST PERCENTAGE".

Notwithstanding any other provision of
law, the normal-cost percentage (as defined
by section 8401(23) of title 5, United States
Code, as added by this Act) of the Federal
Employees’ Retirement System shall be used
to value the cost of the System for all pur-
poses in which the cost of the System is re-
quired lo be determined by the Federal Gov-
ernment, including any comparisons be-
tween the cost of performing commercial ac-
tivities under contract with commercial
sources and the cost of performing those ac-
tivities using Governmenl facilities and
personnel.

SEC. 308. RETIREMENT STUDY.

fa) STuDY AND PLAN.—The Secrelary of De-
fense and Secretary of Transportation shall
conduct a study of the retirement systems
provided for employees of nonappropriated
Jund instrumenltalities of the United States
under their respeclive jurisdictions and
shall develop a feasible plan or plans to pro-
vide portabilily of vested retirement benefils
among such relirement systems and other
Federal Government retirement systems.

(b) REPORT.—Not later than 90 days after
the date of enactment of this Act, the Secre-
tary of Defense and Secretary of Transporta-
tion shall transmit a report to the Congress
describing the plan or plans developed pur-
suant to subsection fa) and the anticipated
schedule for the implementation of such
plan or plans.

SEC. 308, R.':N.}»:J !;r OF AUTOMATIC TRANSFER PROVI-
SION,

Section 207 of the Federal Employees’ Re-
tirement Contribution Temporary Adjust-
ment Act of 1983 (97 Stat 1111; 5 U.S.C.
8331 note) is repealed.

SEC. 310. DISCLOSURE OF RETURN INFORMATION.

fa) IN GENERAL.—Subsection (1) of section
6103 of the Internal Revenue Code of 1954
frelating to disclosure of relurns and relurn
information for purposes other than taxr ad-
ministration) is amended by adding al the
end thereof the following new paragraph.

“(12) DISCLOSURE OF RETURN INFORMATION
TO CARRY OUT FEDERAL EMPLOYEES' RETIRE-
MENT SYSTEM.—

“ft4) IN GENERAL.—The Commissioner of
Social Security shall, on wrilten request,
disclose to the Office of Personnel Manage-
menl return information from returns with
respeclt to nelt earnings from self-employ-
ment (as defined in section 1402), wages (as
defined in section 3121(a) or 3401fa)), and
payments of retirement income, which have
been disclosed to the Social Security Admin-
istration as provided by paragraph (1) or
5).

“({B) RESTRICTION ON DISCLOSURE.—The
Commissioner of Social Securily shall dis-
close return information wunder subpara-
graph (A) only for purposes of, and to the
extent necessary in, the administration of
chapters 83 and 84 of title 5, Uniled Statles
Code.”

(b} CONFORMING AMENDMENTS.—

(1) Subparagraph (A) of secltion 6103(p)(3)
of such Code iz amended by striking oul
“f10), or (11)” and inserting in lieu thereof
“r10), (11), or (12)".

f2) Paragraph (4) of section 6103(p) of
such Code is amended—

(A) by striking out *(10), or (11)" in the
material preceding subparagraph (A) and
inserting in lieu thereof *'(10), (11), or (12)",
and
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(B) by striking out “(10), or (11)” in sub-
paragraph (F)(ii) and inserting in lieu
thereof “(10), (11), or (12)",

fe) REIMBURSEMENT.—The Office of Person-
nel Management shall reimburse the costs
fas determined by the Secretary of Health
and Human Services) of supplying—

f1) information under section 6103(1)(12)
of the Internal Revenue Code of 1954; and

f2) such other information agreed upon by
the Director of the Office of Personnel Man-
agement and the Secrelary of Health and
Human Services, which is required in the
administration of chapters 83 and 84 of title
5, Uniled States Code.

Section 1106 (b) and (c) of the Social Securi-

ty Act shall apply to any reimbursement

under this subsection.

SEC. 311, INITIAL APPOINTMENTS TO THE FEDERAL
RETIREMENT THRIFT INVESTMENT
BOARD.

fa) INITIAL APPOINTMENT OF MEMBERS.—Sec-
tion 8472(c) of title 5, United States Code
fas added by section 101(a) of this Act) shall
not apply to the members of the Federal Re-
tirement Thrift Investment Board first ap-
pointed to such Board.

(b) Terms orF SErvVICE.—Notwithstanding
subsection fel(1) of secltion 8472 of title 5,
United States Code (as added by section
101fa) of this Act), the term of service of
each member of the Federal Retirement
Thrift Investment Board appointed pursu-
ant to subsection (a) shall be 1 year, except
that such member shall continue to serve
until his successor is appointed under sub-
section (b) of such section 8472 and con-
firmed under subseetion (¢) of such section.
SEC. 312, PLAN FOR DELAYED CONTRIBUTIONS TO

THE THRIFT SAVINGS FUND.

Not later than January 1, 1988, the Execu-
tive Direclor of the Federal Relirement
Thrift Investment Board shall transmit to
Congress a plan lo afford employees of the
Federal Government and Members of Con-
gress who make less than the maximum
amount of authorized coniributions to the
Thrift Savings Fund in any period an op-
portunily to coniribute lo such Fund, in a
later period, the excess of such amount over
the amount contributed during such period.
The plan shall include such recommenda-
tions for legislalion as the Execulive Direc-
tor considers appropriale.

TITLE IV—FOREIGN SERVICE RETIREMENT

SEC. 401. SHORT TITLE: REFERENCES TO FOREIGN
SERVICE ACT OF 1880.

fa) SworT TrrLe.—This litle may be cited
as the “Foreign Service Pension System Act
of 1986".

fb) AMENDMENTS TO FOREIGN SERVICE AcT
OF 1980.— Whenever in this title a section or
other provision is amended, such amend-
ment shall be considered to be made to that
section or other provision of the Foreign
Service Act of 1980 (22 U.5.C. 3901 et seq.).
SEC. 402, REDESIGNATION OF CERTAIN PROVISIONS

OF THE FOREIGN SERVICE ACT OF 1980,

fa) CONFORMING CHAPTER AMENDMENTS.—
Chapter 8 of title I (22 U.S.C. 4041 et seq.) is
amended—

f1) by striking out the caption of such
chapler and inserting in lieu thereof the fol-
lowing:

“CHAPTER 8—FOREIGN SERVICE RETIREMENT

AND DISABILITY

“SUBCHAPTER I—FOREIGN SERVICE RETIREMENT
AND DISABILITY SYSTEM”
(2} by striking out “this chapter” each
place it appears and inserting in lieu there-
of “this subchapter”; and
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f3) by inserting “under this subchapter”
after “payable from the Fund" each place it
appears.

fb) CONFORMING AMENDMENTS RELATING TO
RETIREMENT FOR DISABILITY OR INCAPACITY.—
(1) Section 808(d) (22 US.C. 4048(d)) is
amended—

fA) by striking out “such subchapter” each
place it appears in the second and third sen-
tences and inserting in lieu thereof “sub-
chapter I of such chapter 8 and

(B) by striking out “Act” each place it ap-
pears and inserling in lieu thereof “sub-
chapler”,

r2) Section 808fe) (22 U.S.C. 4048(e)) is
amended by striking out “Act” each place it
appears and inserting in lieu thereof “sub-
chapter”,

fe) CONFORMING AMENDMENTS RELATING TO
DEATH IN SERVICE.—Section 809(a) (22 U.S.C.
4049(a)) is amended by striking out “Act”
and inserting in lieu thereof “subchapter’.
SEC. 403. DEFINITION OF COURT.

Section 80413) (22 U.S.C. 4044(3)) is
amended by striking out “or of the District
of Columbia”™ and inserting in lieu thereof
the following: *, the District of Columbia,
the Commonwealth of Puerto Rico, Guam,
the Northern Mariana Islands, or the Virgin
Islands, and any Indian court as defined by
section 201(3) of the Act entitled ‘An Act to
prescribe penallies for certain acts of vio-
lence or intimidation, and for other pur-
poses’, approved April 11, 1968 (25 U.S.C.
1301(3); 82 Stat. 77)".

SEC. 404. CREDITABLE SERVICE FOR PURPOSES OF
SUBCHAPTERS I AND II.

fa) PRoO Rata SHARE.—Section 804710) (22
U.S.C. 4044110)) is amended by inserting
“fereditable under subchapter I or II) after
“creditable service” each place il appears.

fb) ForMER SPouses.—(1) Section 814iali1)
(22 U.S.C. 4054fal(1)) is amended by adding
at the end thereof the following: “For the
purposes of this paragraph, the term ‘credit-
able service’ means service which is credita-
ble under subchapter I or IL.".

2) Section 814(bJ(1) (22 U.S.C. 40541bJ(1))
is amended by adding at the end thereof the
Jollowing: “For the purposes of this para-
graph, the term ‘creditable service' means
service which is creditable under subchapter
TorIL”.

fe) LumP-SUuM PaYMENTS.—Section 815(i)
(22 U.S.C. 4055(i)) is amended by adding at
the end thereof the following: “For the pur-
poses of this subsection, the term ‘creditable
service' means service which is creditable
under subchapter I or I1.”,

SEC. 405, CONTRIBUTIONS TO THE FOREIGN SERVICE
RETIREMENT AND DISABILITY SYSTEM.,

fa) CONTRIBUTIONS AFTER DECEMBER 31,
1986.—Section 805 (22 U.S.C. 4045) is
amended—

(1) by inserting “Except as provided in
subsection (h)" before “7 percent” in the
Jirst sentence of subsection (a); and

(2) by adding at the end thereof the follow-
ing new subsection (h):

“th) Effective with respect to pay periods
beginning after December 31, 1986, in ad-
ministering this section with respect to a
participant described in section 853(c)
whose service is employment for the pur-
poses of title II of the Social Security Act
and chapler 21 of the Internal Revenue Code
of 1954, contribulions lo the fund and inter-
est thereon shall be computed as if section
83341k) of title 5, Uniled States Code, were
applicable.”,

fb) CREDITABILITY OF INTERIM SERVICE.—
Subsection (d) of section 805 (22 U.S.C.
4045(d)) is amended by adding al the end
thereof the following:
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“f4) Notwithstanding the preceding provi-
sions of this subsection and any provision
of section 206(b)(3) of the Federal Employ-
ees’ Retirement Contribution Temporary Ad-
Justment Act of 1983, the percentage of basic
pay required under this subsection in the
case of a participant described in section
8537c) shall, with respect to any covered
service fas defined by section 203fal(3) of
such Act) performed by such individual
after December 31, 1983, and before January
1, 1987, be equal to 1.3 percent.”.

SEC. 406. OFFSET OF ANNUITY BY THE AMOUNT OF
SOCIAL SECURITY BENEFITS.

Section 806 (22 U.S.C. 4046) is amended by
adding at the end thereof the following new
subsection:

“fm) The annuily or survivor annuily
payable to any individual subject to section
805fh) beginning with the first month for
which such individual both—

“(1) attains the minimum age for old age
benefits under title II of the Social Security
Act, and

“12) first becomes entitled, or would upon
proper application become entitled, for dis-
ability or survivor benefits under title II of
the Social Securily Act based on the service
of any individual under this subchapter,
shall be computed as if section 8349 of litle
5, United States Code, were applicable.”.

SEC. 407, 18-MONTH PERIOD TO ELECT SURVIVOR AN-
NUITY.

Section 806 (22 U.S.C. 4046) is further
amended by adding at the end thereof the
Jollowing:

“In)1)(A) A participant—

“fi) who, at the time of retirement, is mar-
ried; and

“fii) who elects at such time f(in accord-
ance with subsection (b)) to waive a survi-
vor annuily,
may, during the 18-month period beginning
on the date of the retirement of such partici-
pant, elect to have a reduction under subsec-
tion (b) made in the annuity of the partici-
pant for in such portion thereof as the par-
ticipant may designate) in order Lo provide
a survivor annuity for the spouse of such
participant.

“fB) A participant—

“(i) who, at the time of relirement, is mar-
ried, and

“fii) who at such time designates (in ac-
cordance with subsection (b)) that a limited
portion of the annuily of such participant is
to be used as the base for a survivor annu-
ity,
may, during the 18-month period beginning
on the date of the retirement of such partici-
pant, elect to have a grealer portion of the
annuity of such participant so used.

“(2)(A) An election under subparagraph
f4) or (B) of paragraph (1) of this subsection
shall not be considered effective unless the
amount specified in subparagraph (B) of
this paragraph is deposited into the Fund
before the expiration of the applicable 18-
month period under paragraph (1).

“fB) The amount to be deposited with re-
spect lo an election under this subsection is
an amount equal to the sum of—

“(i) the additional cost to the System
which is associated with providing a survi-
vor annuity under subsection (b) of this sec-
tion and results from such election laking
into account (I) the difference (for the
period between the date on which the annu-
ity of the former participant commences
and the date of the election) between the
amount paid lo such former participant
under this subchapter and the amount
which would have been paid if such election
had been made at the time the participant
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or former participant applied for the annu-
ity, and (II) the costs associated with pro-
viding the later election; and

“(ii) interest on the additional cost deter-
mined under clause (i)(I) of this subpara-
graph computed using the interest rate spec-
ified or delermined under section 805(d/(3)
Jfor the calendar year in which the amount
to be deposited is determined.

“13) An election by a participant under
this subsection voids prospectively any elec-
tion previously made in the case of such
participant under subsection (b).

“i4) An annuily which is reduced in con-
nection with an election under this subsec-
tion shall be reduced by the same percentage
reductions as were in effect at the time of
the retirement of the participant whose an-
nuily is so reduced.

“f5) Rights and obligations resulting from
the election of a reduced annuity under this
subsection shall be the same as the rights
and obligations which would have resulted
had the participant involved elected such
annuily at the time of retiring.”.

SEC. 408. ALTERNATE FORMS OF ANNUITIES.

Section 807 (22 U.S.C. 4047) is amended by
adding at the end thereof the following:

“fe)(1) The Secretary of State shall pre-
scribe regulations under which a partici-
pant may, at the time of retiring under this
subchapter fother than under section 808),
elect annuity benefits under this section in-
stead of any other benefits under this sub-
chapter fincluding survivor benefits) based
on the service of the participant.

“12) Subject to paragraph (3), the Secre-
tary of State shall by regulation provide for
such alternative forms of annuilies as the
Secretary considers appropriate, except that
among the alternatives offered shall be—

“(A) an alternative which provides for—

“fi) payment of the lump-sum credit fex-
cluding interest) to the participant; and

“fii) payment of an annuity to the partici-
pant for life; and

“fB) in the case of a participant who is
married at the time of retirement, an alter-
native which provides for—

“fi) payment of the lump-sum credil (ex-
cluding inlerest) to the participant; and

“tii) payment of an annuity lo the partici-
pant for life, with a survivor annuily pay-
able for the life of a surviving spouse.

“f3) Each alternative provided for under
paragraph (2) shall, to the extent practica-
ble, be designed such that the total value of
the benefits provided under such alternative
fincluding any lump-sum credit) is actuari-
ally equivalent to the value of the annuily
which would otherwise be provided the par-
ticipant under this subchapter, as computed
under section 806fa).

“(4) A participant who, at the time of re-
tiring under this subchapter—

“A4) is married, shall be ineligible to make
an election under this section unless a
waiver is made under section 806bJ)(1)(B);
or

“fB) has a former spouse, shall be ineligi-
ble to make an election under this section if
the former spouse is entitled to benefils
under this subchapter (based on the service
of the participant) unless a waiver has been
made under section 806(b)(1)(C).

“f5) A participant who is married at the
time of retiring under this subchapler and
who makes an election under this section
may, during the 18-month period beginning
on the date of retirement, make the election
provided for under section 806(n), subject to
the deposit requirement thereunder.
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“(6) Notwithstanding any other provision
of law, any lump-sum credif provided pursu-
ant to an election under this subsection
shall not preclude an individual from re-
ceiving any other benefits under this subsec-
tion.”.

SEC. 409. TREATMENT OF CERTAIN RECALL SERVICE.

Section 823 (22 U.S.C. 4063) is amended by
adding at the end thereof the following:

“fc) If an annuitant becomes subject to
subchapter II of this chapter by reason af
recall service—

“(1) subsectlions fa) and (b) shall not apply
to such annuitant; and

“r2) section 824 shall apply to the recall
service as if such service were reemploy-
ment. ",

SEC. 410. REEMPLOYMENT.

Section 824 22 U.S.C. 4064) is amended Lo
read as follows:

“SEC. 824. REEMPLOYMENT.—(a)(1J)(A)
Except in the case of an annuilant who
makes an election under subsection (b), if
any former participant, who has retired and
is receiving an annuily under this subchap-
ter or subchapter II of this chapter, becomes
employed in an appointive or elective posi-
tion in the Government, payment of any an-
nuity under either subchapter to the annui-
tant shall terminale effective on the dale of
the employment and the reemployment serv-
ice shall be covered service under the rules of
the system under which the appointment is

made.

“{B) If the annuity of an individual is ter-
minated under subparagraph (4) and that
individual becomes covered under the same
retirement system from which that annuity
is terminated, that individual shall be enti-
tled to a redetermination of rights under
that system upon termination of the employ-
ment.

“4C) If the annuily is terminated and the
individual becomes covered under another
contributory retirement system for Govern-
ment employees pursuant lo paragraph (A),
the individual shall be entitled to benefits
under the rules of that system. In addition,
the individual shall be entitled to a resump-
tion of any annuity terminated by reason of
the employment.

“fbi(1) A participant who is entitled lo an
annuily under this subchapter or subchap-
ter IT of this chapler and becomes employed
in an appointive or elective position in the
Government on a part-time, intermitlent, or
temporary basis may elect to continue to re-
ceive either or both annuities as provided in
this subsection.

“f2) The total annuity payable under this
chapter to an annuitant making an election
under paragraph (1) shall be reduced during
the part-time, intermittent, or temporary
employment referred to in paragraph (1) as
necessary lo meet the requirements of para-
graph (3).

“{3) The sum of—

“t4) the total annuity pavable under this
chapter to an annuitant making an election
under paragraph (1), and

“fB) the annual rale of pay payable to the
annuitant during the part-time, intermit-
tent, or temporary employment referred to
in paragraph (1),
may nol exceed, in any calendar year, the
highest annual rate of pay which is payable
during such year for full-time employment
in the position in which the annuitant is
employed.

“f4) Upon termination of the part-time,
intermitient, or temporary employment re-
Sferred to in paragraph (1), payment of the
Jull annuily of an annuilant who has made
an election under paragraph (1) of this sub-
section shall resume.
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“fe) The amount of annuily which has
been terminated or reduced under this sec-
tion by reason of the reemployment of the
annuitant and is resumed under this section
shall be the amount of the annuily which
would have been payable if the annuitant
had not accepted the reemployment. The
amount of an annuity resulting from a rede-
termination of rights pursuant to subsection
fa) shall not be less than the amount of an
annuily resumed under the previous sen-
tence.

‘“(d) The annuity rights of any participant
who is reemployed in the Government shall
be determined under this section instead of
section 8468 of title 5, United States Code.

“fe) When any such retired participant is
reemployed, the employer shall send a notice
of such reemployment to the Secretary of
State, together with all pertinent informa-
tion relating to such employment, and shall
pay directly to such participant the salary
aof the position in which he or she is serving.

“tf) In the event of any overpayment
under this section, such overpayment shall
be recovered by withholding the amount in-
volved from the salary payvable to such reem-
ployed participant or from any other
moneys, including annuily payments, pay-
able under this chapter.”,

SEC. 411. COMPARABILITY BETWEEN THE FEDERAL
EMPLOYEES' RETIREMENT SYSTEM
AND THE FOREIGN SERVICE PENSION
SYSTEM.

Section 827 (22 U.S.C. 4067) is amended by
adding at the end thereof the following:

“f¢) The President shall maintain, under
the same condilions and in the same
manner as provided in subsections (a) and
(b) existing conformity between the Federal
Employees’ Retirement System provided in
chapter 84 of title 5, United States Code, and
the Foreign Service Pension System provid-
ed in subchapter II of this chapter.”.

SEC. 412. MODERATION OF REMARRIAGE PENALTY.

Chapter 8 of title I (22 U.8.C. 4041 el seq.)
is further amended by adding after section
827 the following.

“SeEc. 828. REMARRIAGE.—Notwithstanding
any other provision of this subchapter, any
benefil payable under this subchapter to a
surviving spouse, former spouse, or surviv-
ing former spouse that would otherwise ter-
minate or be lost if the individual remarried
before 60 years of age, shall not lerminale or
be lost if the remarriage occurred on or after
November 8, 1984, and the individual was 55
yvears of age or over on the date of the remar-
riage.”.

SEC. 413. LUMP-SUM PAYMENTS.

Subsection (a) of section 815 is amended
by adding at the end thereof the following:
“A participant who becomes subject to sub-
chapter II shall be entitled to payment of the
lump-sum credit if, and to the extent that,
such lump-sum credit relates to service of a
type described in clauses (i) through (iii) of
section 302(al)f1)(C) of the Federal Employ-
ees’ Retirement System Act of 1986.".

SEC. 414. EXCLUSION OF PARTICIPANTS IN FOREIGN
SERVICE PENSION SYSTEM FROM FOR-
EIGN SERVICE RETIREMENT AND DIS-
ABILITY SYSTEM.

Section 803 is amended—

(1) in subsection (aJ), by striking out “The"
and inserting in lieu thereof “Except as pro-
vided in subsection (d), the’; and

(2) by adding at the end thereof the follow-
ing:

“ld) An individual subject fo the Foreign
Service Pension System (described in sub-
chapter II) is not a participant in this
System.".
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SEC. 415. FOREIGN SERVICE PENSION SYSTEM.

Chapter 8 of title I (22 U.5.C. 4041 et seq.)
is further amended by adding at the end
thereof the following:

“SUBCHAPTER II—FOREIGN SERVICE PENSION

SYSTEM

“Sec. 851. ESTABLISHMENT.—(a) There is
hereby established a Foreign Service Pen-
sion System.

“{b) Excepl as otherwise specifically pro-
vided in this subchapter or any other provi-
sion of law, the provisions of chapler 84 of
title 5, United States Code, shall apply to all
participants in the Foreign Service Pension
Syslem and such participants shall be treal-
ed in all respects similar o persons whose
participation in the Federal Employees’ Re-
tirement System provided in thal chapter is
required.

“Sec. 852. DerFiNiTiONS.—As used in this
subchapter, unless otherwise specified—

“f1) the term ‘court order’ has the same
meaning given in section 80414);

“f2) the term ‘Fund' means the Foreign
Service Relirement and Disability Fund
maintained by the Secretary of the Treasury
pursuant to section 802;

“(3) the term ‘normal cost' means the
entry-age normal cost of the provisions of
the System which relate to the Fund, com-
puted by the Secretary of State in accord-
ance with generally accepled actuarial prac-
tice and standards (using dynamic assump-
tions) and expressed as a level percentage of
aggregate basic pay;

“(4) the term ‘participant’ means a person
who participates in the Foreign Service Pen-
sion System,

“(5) the term ‘pro rala share’ in the case of
any former spouse of any participant or
former participant means the percentage
which is equal to the percentage that (A) the
number of years during which the former
spouse was married to Lhe participant
during the service of the participant which
is creditable under this chapter is of (B) the
total number of years of such service, disre-
garding extra credif under section 817"

“r6) the term ‘supplemental liability’
means the estimated excess of—

“f4) the actuarial present value of all
Suture benefits payable from the Fund under
this subchapter based on the service of par-
ticipants or former participants, over

“{B) the sum of—

“ti) the actuarial present value of (I) de-
ductions to be withheld from the future
basic pay of participants pursuant fo sec-
tion 856 and (II) conltributions for past ci-
vilian and military service;

“fii) the actuarial present value af future
contributions to be made pursuant to sec-
tion 857,

“(iii) the Fund balance as of the date the
supplemental liability is determined, to the
extent that such balance is attributable—

“fI) to the System, or

“(I1) to the contributions made under the
Federal Employees’ Relirement Contribu-
tion Temporary Adjustment Act of 1983 (5
U.S.C. 8331 note); and

“fiv) any other appropriate amount, as de-
termined by the Secretary of State in accord-
ance with generally accepted actuarial prac-
tices and principles; and

“(7) the term ‘System' means the Foreign
Service Pension System.

“SEc. 853. PARTICIPANTS.—(a) Ezxcepl for
persons excluded by subsection (bJ, (c), or
fdJ), all members of the Foreign Service, any
of whose service after December 31, 1983, is
employment for the purpose of title II of the
Social Security Act and chapter 21 of the In-
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ternal Revenue Code of 1954, who would, but
Jor this section, be participanis in the For-
eign Service Retlirement and Disability
System pursuant to section 8§03 shall instead
be participants in the Foreign Service Pen-
sion Syslem.

“tb) Members of the Service who were par-
ticipanls in the Foreign Service Relirement
and Disabilily System on or before Decem-
ber 31, 1983, and who have not had a break
in service in excess of one year since that
dale, are not made participanits in the
System by this section, withoul regard (o
whether they are subject to title IT of the
Social Security Act.

“fc) Individuals who become members of
the Service after having completed at least 5
vears of civilian service credilable under
subchapter I, subchapter III of chapter 83 of
title 5, United States Code (the Civil Service
Retirement System), or title II of the Central
Intelligence Agency Retirement Act of 1964
Jor Certain Employees (determined without
regard lo any deposil or redeposi! require-
ment under any such subchapler or title
any requirement that the individual become
subject to such subchapler or title after per-
Jorming the service involved, or any require-
ment that the individual give notice in writ-
ing to the official by whom such individual
is paid of such individual’s desire to become
subject to such subchapter or title) are not
participants in the System, except to the
extent provided for under title III of the Fed-
eral Employees’ Retirement System Act of
1986 pursuant to an election under such
title to become subject to this subchapter
(under regulations issued by the Secretary of
State pursuant to section 860).

“fd) The Secretary may exrclude from the
operalion of this subchapter any member of
the Foreign Service, or group of members,
whose employment is lemporary or intermit-
tent, except a member whose employment is
pari-time career appoiniment or career can-

didate appoiniment under section 306.

“Sec. 854. CREDITABLE SERVICE.—(a) For
purposes of this subchapler, credilable serv-
ice of a participant includes—

“f1) service as a participant after Decem-
ber 31, 1986;

“(2) service with respect to which deduc-

tions and withholdings wunder section
204(a)(2) of the Federal Employees’ Retire-
menl Contribution Temporary Adjustment
Act of 1983 have been made; and

“{3) except as provided in subsection (b),
any civilian service performed before Janu-
ary 1, 1989 (other than service under para-
graph (1) or (2)), which, but for the amend-
ment made by section 414 of the Federal Em-
ployees’ Relirement Sysiem Act of 1986,
would be creditable under subchapter I (de-
termined without regard to any deposit or
redeposil requirement under such subchap-
ter, subchapter III of chapter 83 of title §,
United States Code (the Civil Service Retire-
ment System), or title II of the Central Intel-
ligence Agency Retirement Act of 1964 for
Certain Employees, any requirement (that
the individual become subject to such sub-
chapter or title after performing the service
involved, or any requirement that the indi-
vidual give notice in wriling to the official
by whom such individual is paid of such in-
dividual’s desire to become subject fo such
subchapter or title).

“tb)(1) A participant who has received a
refund of retirement deductions under sub-
chapter I with respect fo any service de-
scribed in subsection fa/(3) may not be al-
lowed credit for such service under this sub-
chapter wunless such participant deposits
into the Fund an amount equal to 1.3 per-
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cent of basic pay for such service, with in-
terest.

“t2) A participant may not be allowed
credit under this subchapter for any service
described in subsection (a)f3) for which re-
tirement deductions wunder subchapter I
have not been made, unless such participant
deposits into the Fund an amount equal to
1.3 percent of basic pay for such service,
with interest.

“¢3) Interest under paragraph (1) or (2)
shall be computed in accordance with sec-
tion 805(d) and regulations issued by the
Secretary of State.

“fe) Credit shall be given wunder this
System to a participant for a period of prior
satisfaclory service as—

“f1) a volunteer or volunteer leader under
the Peace Corps Act (22 U.S.C. 2501 et seq.),

“t2) a volunteer under part A of litle VIII
of the Economic Opportunity Act of 1964, or

“t3) a full-time volunteer for a period of
service of at least one year's duration under
part A, B, or C of title I of the Domestic Vol-
unteer Service Act of 1973 (42 U.S.C. 4951 et
seq.),
if the participant makes a payment to the
Fund equal to 3 percent of pay received for
the volunteer service (as delermined in ac-
cordance with regulations of the Secretary
of State consistent with regulations for
making corresponding determinations
under chapter 83, title 5, United States
Code) together with interest delermined
under regulations issued by the Secrelary of
State.

“fd) Credit shall be given wunder this
System to a participant for a period of prior
service under the Federal Employees’ Relire-
ment System (described in chapter 84 of title
5, Uniled States Codel or under title IIT of
the Central Intelligence Agency Relirement
Act of 1964 for Certain Employees if the par-
ticipant waives credit under the other retire-
ment system and makes a payment to the
Fund equal to the amount which would have
been deducted from pay under section §56(a)
had the individual been a participant
during the prior creditable service under the
other relirement system logether with inter-
est on such amount computed in accordance
with regulations issued by the Secretary of
State.

“Sec, 855. ENTITLEMENT TO ANNUITY.—(a)(1)
Any participant may be retired under the
condilions specified in section 8§11 and shall
be retired under the conditions specified in
sections 812 and 813 and receive benefils
under this subchapter.

“f2) For the purposes of this subsection—

“(A) the term ‘participant’, as used in the
sections referred to in paragraph (1), means
a participant in the Foreign Service Pen-
sion Sysiem; and

“(B) the term ‘System’, as used in those
sections, means the Foreign Service Pension
System.

“fb)(1) Any participant who retires volun-
tarily or mandatorily under section 607,
608, 811, 812, or 813 under conditions au-
thorizing an immediate annuily for partici-
pants in the Foreign Service Retirement and
Disability System and who has compleled at
least 5 years of service subject to this chap-
ter shall be entitled to an immediale annu-
ity computed under paragraph (2).

“r2) An annuity under paragraph (1) shall
be compuled—

“td) for all service earned while a partici-
pant in this System, al the rate stated in sec-
tion 8415(d) of title 5, United States Code;
and

“tB) for all service earned while a partici-
pant in another retiremenl system credita-
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ble under section 854/d), at the rale which
would have been applicable to the individ-
ual had that individual remained a partici-
pant in the other system,; and

“(C) for all volunteer service creditable
under section 854(c), al the rate stated in
section 8415(a) of title 5, Uniled Stales
Code.

“fc) A participant who is entitled to an
immediate annuity under subsection (b)
shall be entitled fo receive an annuily sup-
plement while the annuitant is under 62
vears of age. The annuily supplement shall
be based on the total creditable service of the
annuitant and shall be computed in accord-
ance with sections §421(b) and 8§421a of lille
5, United States Code, as if the participant
were a law enforcement officer retired under
seclion 8412(d) of such title.

“id} Any participant who is separated for
cause under section 610 shall not be entitled
to an annuity under this System when the
Secretary determines thatl the separation
was based in whole or in part on disloyally
to the United States.

“Sec. 856. DEDUCTIONS AND WITHHOLDINGS
FROM Pay.—(a) The employing agency shall
deduct and withhold from basic pay of each
participant a percenltage of basic pay equal
to 7% percenl minus the percentage then in
effect under section 3101fa) of the Internal
Revenue Code of 1954 (relating to the rate of
tax for old age, survivors and disability in-
surance).

“(b) Each participant is deemed to con-
sent and agree to the deductions under sub-
seclion fa). Notwithstanding any law or reg-
ulation affecting the pay of a participant,
payment less such deduclions is a full and
complete discharge and acquittance of all
claims and demands for regular services
during the period covered by the payment,
except the right to any benefits under this
subchapter based on the service of the par-
ticipant.

“fc) Amounts deducted and withheld
under this section shall be deposited in the
Treasury of the United States to the credit of
the Fund under such procedures as the
Comptroller General of the United States
may prescribe.

“fd) Under such regulations as the Secre-
tary of State may issue, amounts deducled
under subsection fa) shall be entered on in-
dividual retirement records.

“Sec. 857. GOVERNMENT CONTRIBUTIONS.—
fa) Each agency employing any participant
shall contribute to the Fund the amount
computed in a manner similar to that used
under section 8423fa) of title 5, United
States Code, pursuant to determinations of
the normal cost percentage for the Foreign
Service Pension System by the Secrelary of
State.

“fb)(1) The Secretary of State shall com-
pute the amount of the supplemental liabil-
ity of the Fund as of the close of each fiscal
vear beginning after September 30, 1987. The
amount of any such supplemental liabilily
shall be amortized in 30 egqual annual in-
stallments with interest computed al the
rate used in the most recent valuation of the
System.

“f2) At the end of each fiscal year, the Sec-
retary of State shall notify the Secretary of
the Treasury of the amount of the install-
ment computed under this subsection for
such year.

“f3) Before closing the accounis for a
fiscal year, the Secretary of the Treasury
shall credit to the Fund, as a Government
contribution, oul of any money in the Treas-
ury of the United States not otherwise ap-
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propriated, the amount under paragraph (2)
of this subsection for such year.

“SEc. 858. CoST-OF-LIVING ADJUSTMENTS.—
Cost-of-living adjustmenis for annuitants
under this System shall be granted under
procedures in section 8462 of title 5, Uniled
Stales Code, in the same manner as such ad-
justments are made for annuitants referred
to in subsection (c)(3)(BJ(ii) of such section.

“SEc. 859. GENERAL AND ADMINISTRATIVE
Provisions.—(a) The Secretary of State shall
administer the Foreign Service Pension
System except for mallers relaling lo the
Thrift Savings Plan provided in subchapters
III and VII of chapter 84 of title 5, United
States Code. The Secretary of State shall,
with respecl Lo the Foreign Service Pension
System, perform the functions and erercise
the authority vested in the Office of Person-
nel Management or the Director of such
Office by such chapler 84 and may issue reg-
ulations for such purposes.

“tb) Determinations of the Secrelary of
State under the Foreign Service Pension
System which, if made by the Office of Per-
sonnel Management under chapter 84 of
title 5, United States Code, or the Director of
such Office, would be appealable to the
Merit Systems Protection Board shall, in-
stead, be appealable to the Foreign Service
Grievance Board, except that delermina-
tions of disability for participants shall be
based upon the standards in seclion 808
fother than the exclusion for vicious habits,
intemperance, or willful misconduct) and
subject to review in the same manner as
under that section.

“fc) At least every 5 vears, the Secrelary of
the Treasury shall prepare periodic valu-
ations of the Foreign Service Pension
System and shall advise the Secretary of
State of (1) the normal cost of the System,
(2) the supplemental liability of the System,
and (3) the amounls necessary to finance
the cosls of the System.

“SEc. 860. TRaNSITION PROVISIONS.—The
Secretary of Stale shall issue regulations
providing for the transition from the For-
eign Service Retirement and Disability
System to the Foreign Service Pension
System in a manner comparable to the tran-
sition of employees subject to subchapter IIT
of chapter 83 of tille 5, Uniled States Code
fthe Civil Service Relirement System), to the
Federal Employees’ Relirement System. For
this and relaled purposes, references made
to participation in subchapter III of chapter
83 of title 5, United States Code (the Civil
Service Retirement System), the Social Secu-
rity Act, and the Internal Revenue Code of
1954 shall be deemed to refer to participa-
tion in the Foreign Service Pension System
or the Foreign Service Retirement and Dis-
ability System, as appropriate.

“Sec. 861. FORMER SPOUSEs.—(al(1)(4)
Unless otherwise expressly provided by any
spousal agreement or court order governing
disposition of benefits under this subchap-
ter, a former spouse of a participant or
Jormer participant is entitled, during the
period described in subparagraph (B), to a
share (delermined under paragraph (2)) of
all benefils otherwise payable to such partic-
ipant under this subchapler if such former
spouse was married to the participant for at
least 10 years during service of the partici-
pant which is creditable under this chapter
with at least 5 of such years occurring while
the participant was a member of the Foreign
Service.

“f{B) The period referred to in subpara-
graph (A) is the period which begins on the
first day of the month following the month
in which the divorce or annulment becomes
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final and ends on the last day of the month
before the former spouse dies or remarries
before 55 years of age.

“(2) The share referred to in paragraph (a)
equals—

“fA) 50 percent, if such former spouse was
married to the participant throughout the
actual years of service of the participant
which are creditable under this chapter; or

“YB) a pro rata share of 50 percent, if such
JSformer spouse was not married to the partic-
ipant throughout such creditable service.

“t3) A former spouse shall not be qualified
for any benefit under this subsection if,
before the commencement of any benefil, the
SJormer spouse remarries before becoming 55
years of age.

“f4)fA) For purposes of the Internal Reve-
nue Code of 1954, paymenis to a former
spouse under this section shall be Lrealed as
income to the former spouse and not to the
participant.

"“fB) Any reduction in payments to a par-
ticipant or former participant as a result of
payments to a former spouse under this sub-
section shall be disregarded in calculating—

“fi) the survivor annuily for any spouse,
former spouse, or other survivor under this
subchapter, and

“fii) any reduction in the annuity of the
participant fo provide survivor benefits
under this subchapter.

“f5) Notwithstanding subsection (a)(1), in
the case of any former spouse of a disability
annuitant—

“lA) the annuity of the former spouse shall
commence on the date the participant would
qualify, on the basis of his or her creditable
service, for an annuity under this chapter
fother than a disability annuity) or the date
the disability annuity begins, whichever is
later, and

“{B) the amount of the annuity of the
Jormer spouse shall be calculated on the
basis of the annuity for which the partici-
pant would otherwise so qualify.

“{6)(A) Except as provided in subpara-
graph (B), any former spouse who becomes
entitled to receive any benefit under this
subchapter which would otherwise be pay-
able to a participant or former participant
shall be entitled to make any election re-
garding method of payment to such former
spouse that such participant would have
otherwise been entitled to elect, and the par-
ticipant may elect an alternate method for
the remaining share of such benefits. Such
elections shall not increase the actuarial
present value of benefits expected to be paid
under this subchapter.

“tB) A former spouse may not elect a
method of payment under subchapter II,
chapler 84, of title 5, United States Code,
providing for payment of a survivor annu-
ity to any survivor of the former spouse.

“f7) The marimum amount payable to any
Sformer spouse pursuant to this subsection
shall be the difference, if any, between 50
percent of the total benefits authorized to be
paid to a former participant by this sub-
chapter, disregarding any apportionment of
these benefils to others, and the aggregate
payable to all others al any one time.

“fb)(1) Unless otherwise erpressly provid-
ed for by any spousal agreement or court
order governing survivorship benefits under
this subchapter to a former spouse married
to a participant or former participant for
the periods specified in subsection (al)(1)(4),
such former spouse is entitled to a share, de-
termined under subsection (b)(2), of all sur-
vivor benefits that would otherwise be pay-
able under this subchapter to an eligible sur-
viving spouse of the participant.
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“f2) The share referred lo in subsection
fbi(1) equals—

“fA) 100 percent if such former spouse was
married lo the participant throughout the
entire period of service of the participant
which is creditable under this chapter; or

“{B) a pro rata share of 100 percent if such
Jormer spouse was not married to the partic-
ipant throughout such creditable service.

“fe) A participant or former participant
may not make any election or modification
of election under section 8417, 8418, or §433
of title 5, United Stales Code, or other sec-
tion relating to the participant’s account in
the Thrift Plan or annuity under the basic
plan that would diminish the entitlement of
a former spouse to any benefit granted to
the former spouse by this section or in a cur-
rent spousal agreement,

“td) If a member becomes a participant
under this subchapter after qualifying for
benefits under subchapter I and, at the time
of transfer, has a former spouse entitled to
benefits under subchapter I which are deter-
mined under section 814 or 815 (as deter-
mined by the Secrelary of State) and are
similar in amount lo a pro rata share divi-
sion under section 814 or 815 and the service
of the member as a participant under this
subchapter is not recognized in determining
that pro rata share, then subsections (a) and
fb) of this section shall not apply to such
former spouse. Otherwise, subsections (a)
and (b) of this section shall apply.

“fe) If a participant dies after completing
at least 18 months of service or a former
participant dies entitled to a deferred annu-
ity, but before becoming eligible to receive
the annuity, and such participant or former
participant has left with the Secretary of
State a spousal agreement promising a
share of a survivor annuily under subchap-
ter IV, chapter 84, title 5, United Stales
Code, to a former spouse, such survivor an-
nuity shall be paid under the terms of this
subchapter as if the survivor annuity had
been ordered by a court.

“SEC. 862. SPOUSAL AGREEMENTS.—A spous-
al agreement is any written agreement
(properly authenticated as determined by
the Secretary of State) between a partici-
pant or former participant and his or her
spouse or former spouse on file with the Sec-
retary of State. A spousal agreement shall be
consistent with the terms of this Act and ap-
plicable regulations and, if erecuted at the
time a participant or former participant is
currently married, shall be approved by such
current spouse. It may be used to fir the
level of benefits payable under this subchap-
ter to a spouse or former spouse.”,

SEC. 416. TABLE OF CONTENTS.

The table of contents in section 2 of such
Act is amended—

f1) by striking out the item relating to
chapter 8 and inserting in lieu thereof the
Jollowing:

s

‘CHAPTER 8—FOREIGN SERVICE RETIREMENT
AND DISABILITY
“SUBCHAPTER I—FOREIGN SERVICE RETIREMENT
AND DISABILITY SYSTEM
(2) by inserting after the item relating to
section 827 the following:
“Sec. 828. Remarriage.

“SUBCHAPTER II-FOREIGN SERVICE
PENSION SYSTEM
“Sec. 851. Establishment.
“Sec. 852. Definitions.
“Sec. 853. Participants.
“Sec. 854. Creditable service.
“Sec. 855. Entitlement to annuily.
“Sec. 856. Reduction and withholdings from
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pay.

“Sec. 857. Government contributions.

“Sec. 858. Cost-of-living adjustments.

“Sec. 859. General and administrative pro-
visions.

“Sec. 860. Transilion provisions.

“Sec. 861. Former spouses.

“Sec. 862. Spousal agreements.”.

SEC. 417. EFFECTIVE DATE.

fa) RecuLATIONS.—Notwithstanding sec-
tion 702 of this Act, the authority of the Sec-
retary of State to issue regulalions under
subchapter II of title 8 of the Foreign Serv-
ice Act of 1980 shall iake effect on the date
of enactment of this Act.

fb) 18-MowntH PERIOD TO ELECT SURVIVOR
Annurty.—(1) Notwithstanding section 702
of this Act, the amendment made by section
407 shall take effect 3 months after the date
of enactment of this Act.

f2)(A) Subject to subparagraph (B), the
amendment made by section 407 shall apply
with respect to participants and former par-
ticipants who retire before, on, or after such
amendment first takes effect.

(B) For the purpose of applying the provi-
sions of paragraph (1) of section 806(n) of
the Foreign Service Act of 1980 fas added by
section 407) to former participants who
retire before the date on which the amend-
ment first takes effect—

fi) the period referred to in subparagraph
fA) or (B) of such paragraph (as the case
may be) shall be considered to begin on the
date on which such amendment first be-
comes effective; and

fii) the amount referred to in paragraph
(2) of such section 806(n) shall be computed
without regard to the provisions of subpara-
graph (B)(ii) of such paragraph (relating to
interest).

f3) For purposes of this subsection, the
term “participant” has the meaning given
that term in section 803 of the Foreign Serv-
ice Act of 1980 (22 U.S8.C. 4043).

TITLE V—CENTRAL INTELLIGENCE AGENCY
RETIREMENT AND RELATED MATTERS
SEC. 501. REFERENCES.

The Central Intelligence Agency Retlire-
ment Act of 1964 for Certain Emplovees (78
Stat. 1043; 50 U.S.C. 403 note) is amended—

(1) in section 201(c), by inserting “fexcept
section 305(d) of this Act)" after “or any
other provisions of law';

(2) by striking out “this Act” each place it
appears in title II except in sections 201 and
264, and inserting in lieu thereof “this title™;
and

(3) by inserting “under this tille” after
“payable from the fund” each place il ap-
pears in title II.

SEC. 502, CONTRIBUTIONS TO THE CENTRAL INTELLI-
GENCE AGENCY RETIREMENT AND DIS-
ABILITY SYSTEM,

Section 211 of the Central Intelligence
Agency Relirement Act of 1964 for Cerlain
Employees is amended—

(1) by striking out “Seven” in the first sen-
tence of subsection (a) and inserting in lieu
thereof "“Except as provided in subsection
(d), seven’ and

f2) by adding at the end thereof the follow-
ing new subsection (d);

“fd)(1) In the case of a participant who
was a participant subject to this title before
January 1, 1984, and whose service—

“tA) is employment for Lthe purposes aof
title IT of the Social Security Act and chap-
ter 21 of the Internal Revenue Code of 1954,
and

“(B) is not creditable service for any pur-
pose under litle III of this Act or chapter 84
of title 5, United States Code,
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there shall be deducted and withheld from

the basic pay of the participant under this

subsection during any pay period only the
amount compuled pursuant to paragraph
f2).

“r2) The amount deducted and withheld
from the basic pay of a participant during
any pay period pursuant to paragraph (1)
shall be the excess of—

“fA) the amount determined by mulliply-
ing the percent applicable to the participant
under subsection fa) by the basic pay pay-
able to the participant for such pay period,
over

“{B) the amount of the taxes deducted and
withheld from such basic pay under section
3101fa) of the Internal Revenue Code of 1954
(relating to old-age, survivors, and disabil-
ity insurance) for such pay period.”.

SEC. 503. OFFSET OF ANNUITY BY THE AMOUNT OF
SOCIAL SECURITY BENEFITS.

Section 221 of the Central Intelligence
Agency Retirement Act of 1964 for Certain
Employees is amended by adding at the end
thereof the following new subsection:

“tp)(1) Notwithstanding any other provi-
sion of this title, except as provided in para-
graph (2), an annuity (including a disabil-
ity annuily) payable under this title to an
individual described in section 301fc/(1)
and any survivor annuily payable under
this title on the basis of the service of such
individual shall be reduced in a manner
consistent with section 8349 of title 5,
United States Code, under conditions con-
sistent with the condilions prescribed in
such section.

“(2) This section shall not apply with re-
spect to any annuily, or survivor annuily,
which is based on the service of an individ-
ual described in section 301(c)(2).".

SEC. 504. THRIFT SAVINGS FUND PARTICIPATION BY
PARTICIPANTS IN THE CENTRAL IN-
TELLIGENCE AGENCY RETIREMENT
AND DISABILITY SYSTEM.

Part K of title II of the Central Intelli-
gence Agency Retirement Act of 1964 for Cer-
tain Employees is amended by adding at the
end thereof the following new section.
“THRIFT SAVINGS FUND PARTICIPATION BY PAR-

TICIPANTS IN THE CENTRAL INTELLIGENCE

AGENCY RETIREMENT AND DISABILITY SYSTEM

“Sec. 293. (a) Participants in the Cenitral
Intelligence Agency Retirement and Disabil-
ity System shall be deemed to be employees
for the purposes of section 8351 of title 5,
United States Code.

“fb) Subsections (k) and (m) of section
8461 of title 5, United States Code, shall
apply with respect to contributions made by
officers and employees of the Agency to the
Thrift Savings Fund under section 8351 of
such title, and to earnings atiributable (o
the investment of such contributions.".

SEC. 505. ALTERNATIVE FORMS OF ANNUITIES,

Part K of litle II of the Central Intelli-
gence Agency Retlirement Act of 1964 for Cer-
tain Employees (as amended by section 504
of this Act) is further amended by adding at
the end thereof the following new section:

“ALTERNATIVE FORMS OF ANNUITIES

“Sec. 294. fa) The Direclor shall prescribe
regulations under which an officer or em-
ployee of the Agency may, at the time of re-
tiring under this title (other than under sec-
tion 231), elect annuity benefils under this
section instead of any other benefils under
this title (including any survivor benefits
under this title) based on the service of the
officer or employee credilable under this
title. The regulations and alternatives shall,
to the marimum extent practicable, meet the
requirements prescribed in section 8343a of
title 5, United States Code.
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“tb) Notwithstanding any other provision
of law, any lump-sum credit provided pursu-
ant to an election under subsection (a) shall
not preclude an individual from receiving
other benefils provided under such subsec-
tion.

“fc) The Director shall submit the regula-
tions prescribed under subsection fa) to the
Select Committee on Intelligence of the
Senate and the Permanent Select Committee
on Intelligence of the House of Representa-
tives before the regulations take effect.”.

SEC. 506. PARTICIPATION IN THE FEDERAL EMPLOY-
EES’ RETIREMENT SYSTEM.

The Central Intelligence Agency Retire-
ment Act of 1964 for Certain Employees is
amended by adding at the end thereof the
Jollowing:

“TITLE III—PARTICIPATION IN THE

FEDERAL EMPLOYEES' RETIREMENT

SYSTEM

“APPLICATION OF FEDERAL EMPLOYEES'
RETIREMENT SYSTEM TO AGENCY EMFPLOYEES
“SEc. 301. fa) Except as provided in sub-

sections (b) and (c), all officers and employ-
ees of the Agency, any of whose service afler
December 31, 1983, is employment for the
purpose of title II of the Social Security Act
and chapter 21 of the Internal Revenue Code
of 1954, shall be subject to chapter 84 of title
5, United States Code.

“fb) Participants in the Central Intelli-
gence Agency Retirement and Disability
System who were participants in such
system on or before December 31, 1983, and
who have not had a break in service in
excess of 1 year since that date, are not sub-
ject to chapler 84 of title 5, United Stales
Code, without regard to whether they are
subject to title II of the Social Security Act.

“fc)(1) The provisions of chapter 84 of title
5, Uniled States Code, shall not apply with
respect lo—

“tA) any individual who separates, or who
has separaled, from Federal Government
service after having been an officer or em-
ployee of the Agency subject to title IT of this
Acl; and

“{B) any officer or employee of the Agency
having at least 5 years of civilian service
which was performed before January 1,
1987, and is creditable under title II of this
Act (determined without regard to any de-
posit or redeposit requirement under sub-
chapter III of chapler 83 of title 5, United
States Code, or under title II of this Act, or
any requirement that the individual become
subject to such subchapler or to title Il of
this Act after performing the service in-
volved).

“r2) Paragraph (1) shall not apply with re-
spect to an individual who has elected under
regulations prescribed under section 307 of
this Act to become subject to chapter 84 of
title 5, United States Code, Lo the extent pro-
vided in such regulations.

“3) An individual described in paragraph
(1) shall be deemed to be an individual ex-
cluded under section 8402(b)(2) of title 5,
United States Code.

“td) The application of the provisions of
chapter 84 of litle 5, Uniled Stales Code, to
officers and employees referred to in subsec-
tion (a) shall be subject to the exceptions
and special rules provided in this title. Any
provision of such chaptler which is incon-
sistent with a special rule provided in this
title shall not apply to such officers and em-
ployees.

“SPECIAL RULES RELATING TO SECTION 203
CRITERIA EMPLOYEES

“Sec. 302. (a) Except as otherwise provid-

ed in this section, in the application of
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chapter 84 of title 5, United States Code, to
an officer or employee of the Agency who is
subject to such chapter and is designated by
the Direclor under the criteria prescribed in
section 203, such officer or employee shall be
treated for purposes of determining such of-
Jicer's or employee’s retirement benefits and
obligations under such chapler as if the offi-
cer or employee were a law enforcement offi-
cer (as defined in seclion 8401(17) of title 5,
United States Code).

“tb) The provisions of sections 233 and
235 of this Act shall apply to officers and
employees referred to in subsection (al,
excepl that the retirement benefils shall be
determined under the provisions of chapler
84 of title 5, Uniled States Code.

“fe)(1) Except as provided in paragraph
f2), section 271 of this Act shall apply to an
officer or employee referred to in subsection
fal.

“t2) Contributions during recall service
shall be made as provided in section 8§422 of
title 5, United States Code.

“(3) When an afficer or employee recalled
under this subsection reveris lo a relired
stalus, the annuily of such officer or em-
ployee shall be redetermined under the pro-
visions of chapter 84 of title 5, Uniled States
Code.

“SPECIAL RULES FOR OTHER EMPLOYEES FOR

SERVICE ABROAD

“Sec. 303. (a) Notwithstanding any provi-
sion of chapter 84 of tiile 5, Uniled Slales
Code, the annuity under subchapter II of
such chapter of a retired officer or employee
of the Agency who is not designaled under
section 302(a) of this Act and has served
abroad as an officer or employee of the
Agency shall be compuled as provided in
subsection (b).

“fb)(1) The portion of the annuity relaling
to service abroad performed on or after Lthe
effective date of the Federal Employees' Re-
tirement System Act of 1986 shall be comput-
ed as provided in section 8415(d) of title 5,
United States Code.

“f2) The portions of the annuity relating
to other service in the Agency shall be com-
puted as provided in the provision of sec-
tion 8415 of such title that is applicable to
such service under the condilions prescribed
in chapter 84 of such lille.

“SPECIAL RULES FOR FORMER SPOUSES

“SEC. 304. (a) Section 8445 of title 5,
Uniled Stales Code, and subsections (d) and
fe) af section 8435 of such title shall not
apply in the case of an officer or employee of
the Agency who is subject to chaptler 84 of
title 5, United States Code, and who has a
Jormer spouse (as defined in section
204(b)(4) of this Acl). Any reference in such
chapter to a survivor annuity for a former
spouse, as applied to such officer or employ-
ee, shall be deemed to refer to a survivor an-
nuily for a former spouse of such officer or
employee provided under subsection (c) of
this section.

“fb) Section 221(bJ)(1)(C) of this Act shall
apply to a survivor annuily under subsec-
tion (c)(2) of this section.

“fc) Except as otherwise provided in this
section, the following provisions of title IT of
this Act shall apply in the case of an officer
or employee of the Agency who is entitled to
receive an annuily under subchapter II, III,
or V of chapter 84 of title 5, United Stales
Code, in the same manner as such provi-
sions apply in the case of an officer or em-
ployee of the Agency under title II:

“f1) Section 222, except that subsections
(b) and fc) of such section shall be subject to
a waiver under subsection (b) of this sec-
tion.
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“f2) Subsections (a), (b)1), and (b)(3) of
section 223 and the first sentence of subsec-
tion (c/) of such section.

“¥3) Subsections (c) and (d) of seclion 234
fin the case of any lump-sum payment
under section 8424fa) of title 5, United
Statles Code, and any payment under subsec-
tion (bJ)(3), (bJ(4), fc)(3), fc)id), or (d) of sec-
tion 8433 of such title).

“f4) Section 263/b).

“fd) In the application of section 222f(a)
under subsection fc)(1)—

“f1) the reference in paragraph (4)(B) of
such section lo section 271, 272, or 273 of
this Act shall be deemed to refer to any simi-
lar provision of law applicable to such offi-
cer or employee for purposes of chapter 84 of
title 5, United States Code;

“(2) the amount of the reduction in the
salary of a recalled or reinstated officer or
employee under such paragraph (4)(B) shall
be only the amount by which the annuity
under subchaptler II or V of chapter 84 of
title 5, United States Code, would have been
reduced; and

“f3) amounts to be deposited in the Treas-
ury of the United States pursuant to such
paragraph (4)(B) shall be credited to the
Civil Service Retirement and Disability
Fund.

“fe) In the application of subsections (b)
and fc) of section 222 under subsection
fel(2)—

“f1) the percentage prescribed in subsec-
tions (b)(1)(A), (bI1)(B), (b)4)iA), and
fe)(2) of such section shall be deemed (o be
50 percent;

“t2) for the purpose of compuling the
amount of the former spouse’s annuity
under subsection (bJ)(1) of such secltion and
the maximum amount of survivor annuilies
under subsection (bJ)(4) or (¢)(2) of such sec-
tion, the full amount of the deceased offi-
cer’s or employee’s annuity—

“fA) in the case of an annuily under sub-
chapter II or V of chapter 84 of tille 5,
United States Code, is the amount of such
annuily computed without regard to the re-
duction for survivor annuities, and

“fB) in the case of an annuily under sub-
chapter III of such chapter, is the amount of
such annuily computed on an actuarial
basis as provided in such subchapter taking
into account the application of sectlion
222(bJ)(1) in the case of such annuity,

“13) an election under subsection (bJ(5)(B)
of such section shall apply with respect to a
survivor annuily for a spouse under section
8442 of title 5, United States Code;

“f4) the reference in subsection (c)(2) of
such section fo a survivor annuily for a
spouse shall be deemed to refer—

“fA) in the case of an annuity under sub-
chapter II or V of chapter 84 of litle 5,
United States Code, to the survivor annuity
provided in section 8442 of title 5, United
States Code; and

“{B) in the case of an annuity under sub-
chapter IIT of such chapter, to the survivor
annuily described in section 8§435(c) of such
title; and

“f5) the fund referred to in subseclions
fe)i3)MA) and (e)(3)(B) of such section shall
be deemed to refer—

“fA) in the case of an annuily under sub-
chapter II or V of chapter 84 of litle §,
United States Code, fo the Civil Service Re-
tirement and Disability Fund, and

“(B) in the case of an annuity under sub-
chapter III of such chapter, the Thrift Sav-
ings Fund established by section 8437 of
such title.

“tf) A reduction in the annuity of an offi-
cer or employee of the Agency to provide a
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survivor annuity or survivor annuilies
under this section shall be computed as pro-
vided in section 8419fa) of title 5, Uniled
States Code.

“fg) The entitlement of a former spouse to
a portion of an annuity of a retired officer
or employee of the Agency under this section
shall extend lo any supplementary annuily
payment that such officer or employee is en-
titled to receive under section 8421 of title 5,
United States Code.

“ADMINISTRATIVE PROVISIONS

“Sec. 305. (a) Section 201fc) of this Act
shall apply in the administration of chapter
84 of title 5, Uniled States Code, with re-
spect to officers and employvees of the
Agency.

“fb) Notwithstanding subsection (a), sec-
tion 8461(e) of title 5, United States Code,
shall apply with respect to officers and em-
ployees of the Agency who are nol partici-
pants in the Central Intelligence Agency Re-
tirement and Disabilify System and are not
designated under section 302(a) of this Act.

“REGULATIONS

“Sec. 306. fa) The Director, in consulla-
tion with the Director of the Office of Per-
sonnel Management and the Execulive Di-
rector of the Federal Retirement Thrift In-
vestment Board, shall prescribe in regula-
tions appropriate procedures to carry out
this title.

“fb) The Director shall submit the regula-
tions preseribed under subsection (a) to the
Select Committee on Intelligence of the
Senate and the Permanent Select Commitlee
of the House of Representatives before the
regulations take effect.

“TRANSITION PROVISIONS

“Sec. 307. (a) The Director shall issue reg-
ulations providing for the transition from
the Central Intelligence Agency Relirement
and Disability System to the Federal Em-
ployees’ Relirement System provided in
chapter 84 of title 5, United States Code, in
a manner consislent with sections 301
through 304 of the Federal Employvees’ Re-
tirement System Act of 1986.

“{b) The Director shall submit the regula-
tions prescribed under subsection (a) to the
Select Commiltlee on Intelligence of the
Senate and the Permanent Select Commitlee
on Intelligence of the House of Represenia-
tives before the regulations take effecl.”.

SEC. 507. SPECIAL RETIREMENT ACCRUAL FOR
OTHER INTELLIGENCE PERSONNEL.

fa) CERTAIN NATIONAL SECURITY AGENCY
PERSONNEL.—Seclion 9(b/(1)(B) of the Na-
tional Security Agency Act of 1959 (50 U.S.C.
402 note) is amended by inserting before the
semicolon the following: “fincluding special
retirement accrual in the same manner pro-
vided in section 303 of the Central Intelli-
gence Agency Fetirement Act of 1964 for Cer-
tain Employees (50 U.S.C. 403 note))".

fb) CERTAIN DEFENSE INTELLIGENCE AGENCY
PERSONNEL.—Section 1605(a) of title 10,
United States Code, is amended by adding
at the end thereof the following: “The Secre-
tary may also provide lo any such civilian
personnel who are subject to chapter 84 of
title 5, special retirement accrual benefits in
the same manner provided for certain offi-
cers and employees of the Central Intelli-
gence Agency in section 303 of the Central
Intelligence Agency Relirement Act of 1964
Jor Certain Employees (50 U.S.C. 403 note).”,

TITLE VI—-MISCELLANEOUS PROVISIONS
SEC. 601. ANNUITIES FOR SURVIVORS OF DISTRICT

OF COLUMBIA JUDGES.

fa) AMENDMENTS TO DISTRICT OF COLUMBIA

Cope.—(1) Subsections fa) and (b) of section
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11-1567 of title 11 of the District of Colum-
bia Code are each amended by striking out
“3 per centum” each place it appears and
inserting in lieu thereof 3.5 percent”.

(2)(A) Subsection fa) of seclion 11-1568 of
title 11 of the District of Columbia Code is
amended by striking out “compuling a sur-
vivor annuity” and inserting in lieu thereof
“any provision of this subchapter which
refers to this subsection”.

(B) Subsection (c) of section 11-1568 of
title 11 of the District of Columbia Code is
amended—

fi) in paragraph (2)(B), by striking oul
“the lesser of (i) $2,700 per year divided by
the number of such children or (ii) $900"
and inserting in lieu thereof “the lesser of (i)
$8,424 per year divided by the number of
such children or (ii) $2,808";

fii) in paragraph (3), by striking out “the
lesser of (A) $3,240 per year divided by the
number of children or (B) $1,080” and in-
serting in lieu thereof “the lesser of (A)
$10,110 per year divided by the number of
such children or (B) £3,370";

fiii) by inserting before the firslt sentence

of the matter following paragraph (3) the
Sollowing:
“For the purpose of computing, under this
subsection, the annuily of a child that com-
mences on or after January 1, 1987, the fig-
ures $8,424, $2,808, $10,110, and $3,370 (pro-
vided in paragraphs (2) and (3)) shall be in-
creased by the total percentage of the in-
creases allowed and in force with respect to
retirement salaries of judges under section
11-1571fa) of this title on or after such
date.”; and

fiv) in the first sentence of the matter fol-
lowing paragraph (3) by striking out “re-
marriage” and inserting in lieu Lhereof
“upon remarriage prior to the altainment of
fifty-five years of age”.

(C) Subsection (e) of secltion 11-1568 of
title 11 of the District of Columbia Code is
amended to read as follows:

“fe) The annuily of a widow or widower of
a judge or retired judge who elecled a survi-
vor annuity shall be equal to—

“(1) in the case of a judge who dies while
in active regular service as a judge, the
greater of—

“t4) 55 percent of the retirement salary the
judge would have been entitled to receive fas
computed under section 11-1564) if the
judge had retired on the day before the dale
of death (withoul regard fto the age require-
mendls prescribed in section 11-1562(bJJ, or

“{B) 55 percent of the relirement salary
the judge would have been entitled to receive
fas computed under section 11-1564) if the
judge had retired on the day before the date
of death with 15 years of service for the pur-
poses of this subchapter (without regard to
the age requirements prescribed in section
11-1562(bJ); and

“f2) in the case of a relired judge, 55 per-
cent of the retirement salary payable to such
judge on the day before the date of the
judge’s death.”.

(b) APPLICATION OF AMENDMENTS.—The bene-
fits conferred by section 11-1568 of title 11
of the District of Columbia Code, by reason
of the amendments made by subsection f(a)
shall apply to individuals eligible for annu-
ities under such sections on or after the date
of the enactment of this Act, except that—

(1) such annuities shall be compuled in
accordance with the provisions of such sec-
tion, as amended by subsection (a), notwith-
standing contributions or deposils made in
accordance with applicable law at lower
rates; and

f2) no additional liability shall be created
with respect to deposils made in accordance
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with applicable law before the date of the en-
actment of this Act, or after such date pursu-
ant to an installment payment eleclion
made under section 11-1567(b) of title 11 of
the District of Columbia Code, before such
date.

fc) OPPORTUNITY TO REVOKE A PREVIOUS
Svrvivor ANnurTY ELECTION.—(1)(A) Any in-
dividual who, before the date of the enact-
ment of this Act, made an election under
section 11-1566 of title 11 of the District of
Columbia Code, to come within the purview
of the survivor annuity provisions of sub-
chapter III of chapter 15 of such title may
revoke that election. Such a revocation shall
constitute a complete withdrawal from the
survivor annuily program provided for in
such subchapter.

(B} A revocation under subparagraph (4)
shall be submitted in writing to the Mayor
of the District of Columbia.

f2) A revocation under paragraph (1) shall
be effective on the day it is received by the
official referred to in subparagraph (B) of
such paragraph.

(3)(A) On the effective date of a revocation
under paragraph (1), any right to survivor
benefits (to which the revocation relates) for
the survivors of the individual who makes
the revocation shall terminate, and all
amounts credited to the account of such in-
dividual under section 11-1570(c) of tille 11
of the District of Columbia Code, together
with interest compuled as provided in sub-
paragraph (B), shall be returned to that in-
dividual in a lump-sum payment.

(B) For the purpose of subparagraph (4),
interest shall be computed in accordance
with section 11-1561(10)(C) of title 11 of the
District of Columbia Code.

4)(A) Any individual who makes a revo-
cation under paragraph (1) and who there-
after becomes eligible to make an election
under section 11-1556 of title 11 of the Dis-
trict of Columbia Code, may make such elec-
tion only if such individual redeposits, to
the credit of the District of Columbia
Judge’'s Retirement Fund referred to in sec-
tion 11-1561(4) of such title, the full amount
of the lump-sum payment made lo such indi-
vidual under paragraph (4), logether with
interestL

{B) For the purpose of subparagraph (4),
interest shall be computed alt 3 percenl per
annum, compounded on December 31 of
each year from the date of the lump-sum
payment referred to in such subparagraph
until the date on which the amount referred
to in such subparagraph is redeposiled
under such subparagraph.

fd) ADDITIONAL OPPORTUNITY TO MAKE A
SurvIVOR ANNUITY ELECTION.—(1) Any indi-
vidual who, on or before the date of the en-
actment of this Act, has not made an elec-
tion under section 11-1566(a/) of litle 11 of
the District of Columbia Code, to come
within the purview of the survivor annuity
provisions of subchapter III of chapter 15 of
such title and is no longer entitled lo make
such an election may make such an election.
Any such election shall be submitted in writ-
ing to the Mayor of the District of Columbia.

f2) An election under paragraph (1) shall
be effective on the day it is received by the
official referred o in such paragraph.

fe) PeErrop FOR EXERCISE OF RIGHT TO
Revoxe or Erecr.—The right to revoke an
election under subsection (d) or to make an
election under subsection (e) is irrevocably
waived if nol exercised within 180 days
after the date of the enactment of this Act.
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TITLE VII—AUTHORIZATION OF
APPROPRIATIONS; EFFECTIVE DATES
SEC. 701. AUTHORIZATION OF APPROPRIATIONS FOR
CERTAIN EXPENSES OF THE FEDERAL
RETIREMENT THRIFT INVESTMENT

MANAGEMENT SYSTEM.

fa) TEMPORARY ALTERNATIVE FUNDING.—
Notwithstanding section 8434(c)(3) of tille
5, United States Code (as added by section
101 of this Act), the expenses incurred in the
administration of the Federal Retirement
Thrift Investment Management System
under subchapter VII of chapter 84 of such
title fas so added) during fiscal years 1986
and 1987 shall be paid from sums appropri-
ated pursuant to subsection (b).

fb) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be approprialed to
the Federal Reliremenit Thrift Investment
Board, for fiscal years 1986 and 1987, such
sums as may be necessary lo pay the ex-
penses incurred in the administiration of the
Federal Retirement Thrift Investmeni Man-
agement System during such fiscal years.
SEC. 702. EFFECTIVE DATES.

fa) IN GENERAL.—Ezxcept as provided in
subsection (bJ, this Act and the amendmenls
made by this Act shall take effect on Janu-
ary 1, 1987.

(b) Exceprions.—(1) Subchapter VII of
chapter 84 of title 5, United Stales Code, as
added by section 101 of this Act, shall take
effect on the date of the enactment of this
Act.

f2) Except as provided in section 305 of
this Acl, title III of this Act, and the amend-
ments made by such title, shall take effect on
the date of the enactment of this Act.

f3) The amendments made by sections 204
and 205 of this Act shall take effect on the
date of the enactment of this Act.

f4) Section 401 of this Act shall take effect
on the date of the enactment of this Act.

f5) Sections 505 and 601 of this Act and
the amendments made by such section 601
shall take effect on the dale of the enactment
of this Act.

fe) FIRsT COST-OF-LIVING ADJUSTMENT.—(1)
For purposes of the first adjustment under
subsection (b) of section 8462 of title 5,
United States Code (as added by section 101
of this Act), the base guarter ending on Sep-
tember 30, 1986, shall be considered to have
been the base quarter for a year in which an
adjustment wunder such subsecltion 1was
made.

(2) As used in paragraph (1), the term
“base quarter’” has the meaning provided by
section 8462(al)(1) of title 5, United States
Code (as added by section 101 of this Act).

And the Senate agree to the same.

That the House recede from itls disagree-
ment to the amendment of the Senate to the
title of the bill, and agree to the same.

From the Committee on Post Office and
Civil Service:

For consideration of the Senate amend-
ments Nos. 1, 2, and 3 and modifications
committed to conference:

WirLiam D. Forp,
WiLLIAM CLAY,
MARY ROSE OAKAR,
GENE TAYLOR,
JoHN T. MYERS,

As additional conferees on Senate Amend-
ment No. 3:

From the Permanent Select Committee on
Intelligence:

For consideration of title IV of the Senate
amendment and modifications committed to
conference:

Lee H. HAMILTON,
Louls STOKES,




11172

AnTHONY C. BEILENSON,
Bos StuMP,
ANDY IRELAND,
As additional conferees on Senate Amend-
ment No. 3:
From the Committee on Foreign Affairs:
For consideration of title V of the Senate
amendment and modifications committed to
conference:
DaNIEL A, Mica,
PeTErR H. KOSTMAYER,
OLYMPIA SNOWE,
As additional conferees on Senate Amend-
ment No. 3:
From the Committee on Ways and Means:
For consideration of provisions in section
101 of the Senate amendment establishing a
new subchapter III of chapter 84—Thrift
Savings Plan; establishing a new section
8475 in subchapter VII—transition provi-
sions; of title II of the Senate amendment;
and of section 305 of the Senate amendment
and modifications committed to conference:
BILL ARCHER,
Wum, THOMAS,
Managers on the Part of the House.

W.V. RoTH, Jr.,
TED STEVENS,
CHARLES McC. MATHIAS,
Jr.,
Tom EAGLETON,
ALBERT GORE, Jr.,
Managers on the Part of the Senale,
JOINT EXPLANATORY STATEMENT OF
THE COMMITTEE OF CONFERENCE

The managers on the part of the House
and the Senate at the conference on the dis-
agreeing votes of the two Houses on the
amendments of the Senate to the bill (H.R.
2672) to redesignate the New York Interna-
tional and Bulk Mail Center in Jersey City,
New Jersey, as the “New Jersey Internation-
al and Bulk Mail Center”, and to honor the
memory of a former postal employee by
dedicating a portion of a street at the New
York International and Bulk Mail Center in
Jersey City, New Jersey, as ‘‘Michael
McDermott Place”, submit the following
joint statement to the House and the
Senate in explanation of the effect of the
action agreed upon by the managers and
recommended in the accompanying confer-
ence report:

H.R. 2672, as passed by the House, redes-
ignated a bulk mail center and honors a
former postal employee by dedicating a por-
tion of a street in memory of such employ-
ee. The Senate adopted three amendments
to the House bill. The first two made tech-
nical changes to these provisions relating to
the bulk mail center. The third amendment
embodied S. 1527, a bill establishing a new
retirement system for certain Federal em-
ployees. The House disagreed with the
Senate amendments and requested a confer-
ence.

Because the bill, as passed by the House,
does not include provisions relating to the
establishment of a new retirement system,
the scope of the conference relating to the
retirement provisions was limited to the
Senate provisions and current law. However,
a bill establishing a new retirement system
was introduced in the House and ordered re-
ported from the Committee on Post Office
and Civil Service (H.R. 3660). Thus, while
the House committee’s reported bill was not
in conference, the managers of both Houses
were cognizant of its provisions and incorpo-
rated many of them in the conference
agreement. The conferees acknowledge that
H.R. 2672, as passed by the House, has no
provisions comparable to the Senate's re-
tirement provisions, but, for the sake of
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clarity, this statement of managers refer-
ences the provisions of the bill (H.R. 3660)
reported from the House committee.
Senate Amendment No. 1

The House recedes to the Senate.
Senate Amendment No. 2

The House recedes to the Senate.
Senate Amendment No. 3

The House concurs in the Senate amend-
ment with an amendment which is ex-
plained below.

FEDERAL EMPLOYEES' RETIREMENT
SYSTEM

TITLE

The Senate amendment entitles the new
retirement system the Federal Retirement
System.

The House bill has no comparable provi-
sion.

The House committee bill entitles the
system, the Civil Service Supplemental Re-
tirement System.

The conference agreement entitles the
system, the Federal Employees’ Retirement
System (FERS).

Basic PLan
Coverage

The Senate amendment covers all Federal
employees (including congressional staff
and employees of Gallaudet College) hired,
or rehired after a break in service for more
than one year, after December 31, 1983. Ad-
ditionally, all Members of Congress elected
or appointed after December 31, 1983, are
similarly covered. United States Park Police
and the United States Secret Service hired,
or rehired after the requisite break in serv-
ice, after the above date are covered. Nonap-
propriated fund employees of the Depart-
ment of Defense hired, or rehired after the
requisite break in service, after the above
date are covered. Members of the Foreign
Service and certain employees of the Cen-
tral Intelligence Agency (CIA) are covered
under special provisions. A special arrange-
ment is provided for those employees and
Members of Congress who are covered by
both the Civil Service Retirement System
(CSRS) and the Social Security Act.

Under the Senate amendment all employ-
ees and Members of Congress covered by
the CSRS or other related Government re-
tirement programs may transfer into this
system during a one-year window period.
Employes of the District of Columbia are
not covered and are prospectively excluded
from CSRS beginning January 1, 1987.
lThe House bill has no comparable provi-
sion.

The House committee bill covers Civil
Service employees, including congressional
staff and employees of Gallaudet College,
hired after December 31, 1983. Coverage is
also extended to those employees rehired
after the above date with a break in service
of more than one year if those employees
served less than five years under CSRS.
Members of Congress, the Park Police and
the Secret Service are also covered. A spe-
cial arrangement similar to the Senate pro-
vision is provided for those employees and
Members covered by CSRS and the Social
Security act. Employees covered by CSRS
may not transfer into the new system. Em-
ployees of the District of Columbia are not
covered and are prospectively excluded from
CSRS beginning October 1, 1987.

The conference agreement adopts the
Senate provisions with modifications. Simi-
lar to the House committee bill, rehired em-
ployees with 5 years or more prior service
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subject to CSRS retain coverage under a re-
vised CSRS. District of Columbia employees
hired after October 1, 1987 are excluded
from CSRS. Nonappropriated fund employ-
ees are not covered. Employees under the
current retirement system will have six
months beginning July 1, 1987, to elect into
the new system.

Credilable service

The Senate amendment provides that
creditable service includes service in a cov-
ered position in the new retirement system,
service covered by the Federal Employees’
Retirement Contribution Temporary Ad-
justment Act of 1983, military service, serv-
ice creditable under CSRS (only for pur-
poses under transition provisions), leaves of
absences creditable under CSRS, and
unused sick leave.

The House bill has no comparable provi-
sion.

The House committee bill provides that
creditable service for most individuals in-
cludes civilian service subject to social secu-
rity, military service, service covered by the
Federal Employees’ Retirement Contribu-
tion Temporary Adjustment Act of 1983,
leaves of absence without pay while serving
in the military or receiving worker's com-
pensation, other leaves of absence of 6
months or less, and certain leaves of ab-
sence without pay for full-time service in an
employee organization if the cost of such
service is fully paid by the employee.

The conference agreement generally
adopts the approach of the House commit-
tee bill except that a period of post-1956
military service is creditable only if the em-
ployee makes a contribution to the retire-
ment fund equal to 3 percent of the employ-
ee's military base pay for such period. The
conferees decided that the cost of retire-
ment credit for military service should be
absorbed, in part, by the employer as is the
case under the CSRS. The ratio of the em-
ployee contribution for military service (3
percent) to the cost of the defined benefit
plan under FERS is comparable to that
under CSRS.

The conferees note that under FERS sick
leave is not creditable service except for
such leave carried into the system by an em-
ployee who transfers from CSRS. The con-
ferees urge the Office of Personnel Manage-
ment to examine the sick leave usage by em-
ployees under FERS. The conferees are con-
cerned that without an incentive to save
sick leave, the use of sick leave may substan-
tially increase.

One plan

The Senate amendment provides two re-
tirement options. Upon employment em-
ployees have 90 days in which to irrevocably
choose between the two.

The House bill has no comparable provi-
sion, but the House committee bill provides
for only one retirement plan.

The conference agreement adopts the
House committee approach. The managers
agree that, for personnel management and
administrative reasons, one plan is prefera-
ble. Under FERS employees will have signif-
icant flexibility and choice with respect to
participation and investment options in the
thrift plan.

Vesting

The Senate amendment provides that ben-
efits will vest after five years of civilian
service.

The House bill has no comparable provi-
sion. The House committee bill also provides
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that benefits vest after five years of civilian
service.

The conference agreement adopts the
House committee bill approach, with the
qualification that service for which a refund
of contributions has been made is irrevoca-
bly forfeited as creditable service.

Salary base

The Senate amendment provides a salary
base of the average of an employee's five
highest consecutive years of salary to deter-
mine the retirement benefit.

The House bill has no comparable provi-
sion.

The House committee bill provides a
salary base of the average of an employee’s
three highest consecutive years of salary to
determine the retirement benefit.

The conference agreement adopts the
House committee approach.

Accrual rate

The Senate amendment provides an accru-
al rate equal to .9 percent for each year of
service for the first 15 years and 1.1 percent
for each year over 15 years.

The House bill has no comparable provi-
sion.

The House Committee bill provides an ae-
crual rate equal to 1 percent for each year
of service.

The conference agreement adopts the ap-
proach of the House committee bill, except
that the accrual rate is 1.1 percent for each
year of service if the employee is at least
age 62 at the time of retirement and has
completed at least 20 years of service.
Employee contributions

The Senate amendment (Option A) does
not require employee contributions. Option
B requires employees to contribute to the
retirement fund an amount based on the
difference between the Old Age, Survivor
and Disability Insurance (OASDI) tax and
the amount the employees would have been
required to contribute to CSRS had they
been covered under CSRS.

The House bill has no comparable provi-
sion.

The House Committee bill requires em-
ployees to contribute to the retirement fund
an amount based on the difference between
the OASDI tax rate and the CSRS contribu-
tion rate.

The conference agreement adopts the
House committee approach. The conferees
wrestled with the question of whether the
basic plan should be contributory. Each
dollar required as a contribution to the
basic plan leaves one dollar less available for
investment in the thrift plan. The conferees
resolved the dilemma by mandating an em-
ployee contribution to the basic plan while
at the same time requiring an employer
thrift plan contribution which approxi-
mates the required employee contribution.

The required employee contributions to
the basic plan will be 1.3 percent of basic
pay in 1987, 0.94 percent from 1988 to 1990,
and 0.8 percent in 1990 and thereafter. This
is in addition to the mandatory OASDI tax.
Eligibility for unreduced benefils

The Senate amendment (Option A) pro-
vides unreduced benefits at age 62 with at
least five years of service. Option B provides
benefits at age 55 with 30 or more years of
services or at age 62 with 5 or more years of
service.

The House bill has no comparable provi-
sion, but the House committee bill provides
unreduced benefits at age 55 with 30 or
more years of service, at age 60 with 20 or
more years of service, or at 62 with 5 or
more years of service.
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The conference agreement provides unre-
duced benefits at age 60 with 20 or more
years of service and at age 62 with five or
more years of service. In addition, it estab-
lishes a gradually increasing “minimum re-
tirement age” for employees with 30 or
more years of service. Until the year 2003,
an employee with 30 years of service may
retire at age 55. Beginning in the years 2003
the minimum retirement age increases by
two months every year until year 2009.
Thus, at year 2009 the employee must be
age 56 to retire with 30 or more years of
service. Age 56 is the minimum retirement
age until the year 2020. Beginning in the
year 2021 the minimum retirement age
again increases by two-month increments
until the year 2027. Thus, in the year 2027
the minimum retirement age to retire with
30 or more years of service is 57. Thereafter,
age 57 is the permanent age for eligibility to
retire with 30 or more years of services.

The conferees believe that 30 years of
service with the Federal Government
should be rewarded by an unreduced retire-
ment benefit. The graduated minimum re-
tirement age (which is analagous to future
normal retirement age increases under the
Social Security Act) takes into account
changing demographics and increases in em-
ployee longevity.

Eligibilily for reduced benefits

The Senate amendment (Option A) pro-
vides for two forms of reduced retirement
benefits at age 55 depending upon whether
the individual had 30 or more years of serv-
ice or 10-30 years of service. An employee
retiring after age 55 with 30 or more years
of service would experience a 2 percent per
year reduction for each year the employee
was under the age of 62. An employee could
also retire after age 556 with 10 or more
years of service with a 5 percent per year re-
duction for each year the employee was
under the age of 62.

Under Option B, an employee retiring
after age 55 with 30 or more years of service
would experience no reduction. An employ-
ee retiring after age 55 with 10-30 years of
service would experience the same reduction
as under Option A.

Neither the House bill nor the House com-
mittee bill has a comparable provision.

The conference agreement essentially
adopts the provisions of the Senate amend-
ment Option B, with one modification. The
minimum retirement age for the reduced
benefit increases gradually from 55 to 57.
Ten years of service are required. For an
employee retiring with less than 30 years of
service a reduction of 5 percent per year for
each year under age 62 is imposed, permit-
ting flexibility for employee retirement
planning at no additional cost to the Gov-
ernment.

Deferred benefits

The Senate amendment entitles former
employees who have sufficient service and
who attain the applicable minimum age for
immediate retirement to deferred benefits.
Under Option A, a former employee is enti-
tled to an unreduced deferred benefit at age
62 with five or more years of service and re-
duced deferred benefits at age 55 with 10 or
more years of service. Option B provides the
same benefits and, also, provides unreduced
deferred benefits to former employees who
attain age 55 with 30 or more years of
service.

The House bill has no comparable provi-
sion.,

The House committee bill provides a de-
ferred benefit to a former employee who at-
tains age 62 with 5 or more years of service.
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The conference agreement adopts the
Senate approach which entitles a former
employee with sufficient service to benefits
when he or she attains the requisite mini-
mum age to be eligible for immediate retire-
ment. The agreement provides entitlement
to unreduced benefits to former employees
who attain age 62 with five or more years of
service, age 60 with 20 or more years of serv-
ice and age 55-57 with 30 or more years of
service depending upon the year in which
the employee retires. Reduced benefits are
available to a former employee who attains
age 55-5T7 with 10 or more years of service
depending upon the year in which the em-
ployee retires. Providing deferred benefits
to former employees under the same condi-
tions as immediate benefits to current em-
ployees is consistent with the requirements
of the Employee Retirement Income Securi-
ty Act (ERISA) as applied to private pen-
sion plans. Additionally, this provision in-
creases career flexibility for Pederal em-
ployees who leave Government prior to be-
coming eligible for an immediate retirement
benefit.

Involuntary retirement

The Senate amendment provides for invol-
untary retirement under the same condi-
tions as the CSRS, i.e., if an employee is age
50 with at least 20 years of service or at any
age with at least 25 years of service. The
employee’s benefit is reduced 2 percent for
each year the employee is under age 62.

The House bill has no comparable provi-
sions.

The House committee bill provides for in-
voluntary retirement under the same condi-
tions and eligibility requirements as the
Senate amendment. However, those eligible
for benefits would not face a reduction in
their annuities based on age at time of re-
tirement.

The conference agreements adopts the
House committee approach. An employee

removed from Government involuntarily is
eligible to receive an immediate and unre-
duced benefit if the employee is age 50 with
at least 20 years of service or any age with
at least 25 years of service.

Annuity supplement

The Senate amendment does not include a
supplement to the basic pension for those
employees retiring before age 62 except
with respect to special class employees, e.g.,
firefighters, law enforcement officers, and
air traffic controllers.

The House bill has no air traffic control-
lers,

The House committee bill does include
such a supplement for those retiring at age
55 with 30 years of service or age 60 with 20
years of service, as well as for special class
employees.

The conference agreement adopts modi-
fied version of the House committee provi-
sion. The supplement will be paid to those
employees who retire at the minimum re-
tirement age (55-57) with at least 30 years
of service, those who retire at age 60 with at
least 20 years of service, and those involun-
tarily separated beginning when they attain
the minimum retirement age. The supple-
ment is designed to replicate the Social Se-
curity benefit (based on Federal civilian
service) available at age 62 for those em-
ployees retiring earlier. The supplement ter-
minates once the employee attains age eligi-
bility to receive Social Security benefits, i.e.,
age 62. The provision in the conference
agreement differs from the one in the
House committee bill in three respects.
First, the formula was redesigned to assume
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that no Social Security benefits were earned
in post-Federal employment. Second, the
supplement is not adjusted for inflation.
Third, the amount of the supplement actu-
ally payable is reduced by earnings in excess
of a minimum amount, just as the amount
of Social Security benefits payable at age 62
are reduced by earnings in excess of that
amount. Earnings in excess of the exempt
amount in the Social Security Act (the 1986
amount is $5,760.00 which is wage indexed)
will reduce the supplement by one dollar for
every two dollars earned. The conferees
note that in order to assure continuity of a
benefit stream throughout retirement, the
supplement is subjected to the same condi-
tlrons as payment of the Social Security ben-
efit.

Cost-of-living adjustments

The Senate amendment provided for dif-
ferent cost-of-living adjustments (COLAs)
for the various benefits depending on the
retirement plan option selected. Under
Option A, annuitants would receive no
COLAs until age 62. For annuitants aged 62
through 66 and for those receiving disability
or survivor benefits, the COLA would equal
the percentage increase in the Consumer
Price Index (CPI) minus two percentage
points. At age 67, all COLAs would equal
the actual percentage increase in the CPL

Under Option B of the Senate amend-
ment, annuitants up to age 62 would receive
a COLA equal to the percentage increase in
the CPI minus 2 percentage points. For an-
nuitants at age 62 and above and for survi-
vors and those disabled at any age the
COLA would be the full CPI increase.

The House bill has no comparable provi-
sion.

The House committee bill provides for full
COLAs for retirees, survivors, and disability
annuitants.

Except in the case of special classes of em-
ployees, discussed below, the conference
agreement provides for no COLA for retir-
ees under age 62. For retirees age 62 and
over, and for those receiving disability or
survivor benefits regardless of age, the
COLA is generally equal to the percentage
increase in the CPI minus one percentage
point. In those years for which the percent-
age increase in the CPI does not exceed 3
percent, the COLA will be the lesser of the
increase in the price index or 2 percent.

Special classes

The Senate amendment provides earlier
retirement with a supplement to certain
classes of employees. The special classes in-
clude firefighters, law enforcement person-
nel, and air traffic controllers. Members of
the Foreign Service and certain employees
of the Central Intelligence Agency receive
similar benefits although they are covered
under amendments to their respective sys-
tems.

All of these employees may retire with an
unreduced benefit at age 50 with at least 20
years of service or at any age with at least
25 years of service. In addition, a supple-
ment is payable from retirement to age 62.
Definitions of firefighters and law enforce-
ment officers are more restrictive than
under CSRS. Finally, military reserve tech-
nicians may retire at age 55 with 30 years of
service with an unreduced benefit but with-
out a supplement,

The House bill has no comparable provi-
sion.

The House committee bill provides higher
accrual rates for law enforcement person-
nel, firefighters, air traffic controllers,
Members of Congress, and congressional
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staff. The accrual rates are 1.7 percent per
year of service for the first 20 years and 1.5
percent for service thereafter. The bill also
requires employees in these classes to con-
tribute an additional % of one percent of
salary to the basic plan. Law enforcement
personnel and firefighters (current law defi-
nitions) may retire at age 50 with 20 years
of service with a supplement. Air traffic
controllers may retire at age 50 with 20
years of service or 25 years of service at any
age with a supplement. Members of Con-
gress may retire with a supplement after
completing 25 years of service or after be-
coming age 50 and completing 20 years of
service or having served in 9 Congresses. In
addition, a Member may retire with a sup-
plement at age 60 with 10 years of service.

The conference agreement includes provi-
sions of both the Senate amendment and
the House committee bill. The Senate defi-
nition of “firefighters"” is adopted as well as
the definition of “law enforcement officer”
(except as it applies to employees of Bureau
of Prisons and related agencies). Law en-
forcement officers, firefighters, air traffic
controllers, and Members of Congress may
retire at age 50 with 20 years of service or at
any age after completing 25 years of service.
Law enforcement officers, firefighters, and
air traffic controllers receive a supplement
beginning at retirement. Members receive
such a supplement beginning at the applica-
ble minimum retirement age (55-57). The
earnings test described earlier applies to the
supplement at the minimum retirement age.
These individuals, and congressional em-
ployees, contribute an additional ' of one
percent to the basic plan and receive an ac-
crual rate equal to 1.7 percent of average
pay for each of their first 20 years of service
and 1 percent of average pay for each year
thereafter. Members of the Foreign Service
and certain employees of the CIA receive
similar treatment but are covered under
amendments to their respective retirement
systems.

The mandatory retirement ages applicable
under CSRS for law enforcement officers,
firefighters, and air traffic controllers are
included in the conference agreement. Be-
cause of the mandatory retirement require-
ments, the benefits for these groups will be
adjusted for changes in cost of living, gener-
ally, at a rate of CPI minus 1 percent begin-
ning at retirement, rather than at age 62.

To determine a reasonable accrual rate,
the conferees used the average age and serv-
ice at retirement of law enforcement offi-
cers in the CSRS and tried to replicate the
CSRS replacement rates for such individ-
uals in the retirement provisions of this
plan.

Finally, the conference agreement pro-
vides that military reserve technicians sepa-
rated from the civil service because of losing
military status through no fault of their
own may retire at age 50 with 25 years of
service. In such cases the normal accrual
rate of 1 percent of average salary per year
of service applies and a supplement is paid.
Those technicians who lose military status
due to physical disability will receive cost-
of-living adjustments from the time of re-
tirement equivalent to that discussed above.

THRIFT SAVINGS PLAN
Contributions

The Senate amendment allows an employ-
ee to contribute each year up to 10 percent
of the employee's rate of basic pay to the
Thrift Savings Fund. It allows for “make-
up” contributions in a year following a year
in which an employee did not make the
maximum contribution. In any year total
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contributions (including “make-up” contri-
butions) could not exceed 15 percent of the
employee's annual rate of pay for that year.
The Senate amendment also permits em-
ployees to modify the amounts contributed
to the Thrift Savings Fund at least once per
year.

The Senate amendment provides for
matching employer contributions. Under
the Senate plan (Option A), the Govern-
ment would match contributions dollar for
dollar up to 5 percent of the employee’s pay.
Under Option B, the Government matches
the first one percent of pay dollar for dollar,
the second and third percent at fifty cents
per dollar, and the fourth through sixth
percent of pay at twenty five cents per
dollar. The Senate amendment provides for
the employee and employer contributions to
the Thrift Fund to be tax deferred. The
Senate amendment provides to employees
who are receiving disability benefits the
option of participating in the Thrift Plan.

_The House bill has no comparable provi-
sion.

The House committee bill allows employ-
ees to contribute up to 10 percent of basic
pay. It provides for the employer to match
the contribution at fifty cents per dollar up
to 6 percent of the employee's basic pay.
The House committee bill requires an “open
season” at least once every 6 months during
which an employee may elect to contribute,
elect to cease contributing, or change the
rate of contribution. An employee may not
begin contributing until the second open
season following employment. Under the
House committee bill, employees covered by
CSRS could also contribute up to 10 percent
of pay. Such contributions, however, would
not be matched by the Government.

The conference agreement adopts provi-
sions of both the Senate amendment and
the House committee bill. Newly-hired em-
ployees must wait until the second “open
season” to join, a period ranging from 6-12
months. Employees must be permitted to
elect to participate, to elect to cease partici-
pating, or to modify the amount of their
contributions to the Fund at least once
every 6 months. The Executive Director is
required to design a plan for make-up con-
tributions and submit it to Congress.

With respect to Government contribu-
tions, the conference agreement represents
a compromise between the Senate amend-
ment and the House committee bill. The
conference agreement provides for the em-
ployer to contribute an amount equal to one
percent of basic pay for each employee re-
gardless of whether the employee has elect-
ed to make contributions. This substantially
offsets the mandatory employee contribu-
tion to the basic plan. An employee may
elect to contribute up to 10 percent of pay
with the employer matching up to 5 percent
as follows: for the first 3 percent the match
is 100 percent and for the fourth and fifth
percent of pay the match is 50 percent.

Like the Senate amendment, the confer-
ence agreement provides that the employee
and employer contributions to the Thrift
Savings Fund will be tax-deferred. The
House had no provision for tax deferral.
Employees under CSRS may contribute a
maximum of 5 percent to the Thrift Savings
Plan but with no Government matching
contribution.

The conferees believe the Thrift Savings
Plan is a key element of the new retirement
system. It encourages Federal employees to
participate actively in their own retirement
planning. The automatic 1 percent Govern-
ment contribution for each employee cou-
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pled with the attractive agency matching
contribution provides a strong incentive for
employees to participate. The tax-deferred
features of the plan also make the Thrift
Savings Plan economically attractive to em-
ployees. These popular tax-deferred savings
plans should be as available to Federal em-
ployees as they are to private sector employ-
ees.

To encourage all Federal employees to
participate in retirement planning, the con-
ference agreement follows the House com-
mittee bill and allows current CSRS em-
ployees to participate in the Thrift Savings
Plan, However, the conference agreement
does not adopt the Senate amendment pro-
vision which permits disabled employees to
participate in the Thrift Plan.

Vesting

The Senate amendment provides for im-
mediate vesting of an employee's contribu-
tions to the Thrift Savings Plan and earn-
ings attributed to those contributions. It
provides for gradual vesting of the Govern-
ment's contributions (and attributable earn-
ings) over a 5-year period.

The House bill has no comparable provi-
sion.

The House committee bill provides for full
and immediate vesting of both employee
and employer contributions and the attrib-
utable earnings.

The conference agreement adopts the
House provisions for full and immediate
vesting for matching contributions. The
automatic one percent contribution dis-
cussed above vests after 3 years of service
for career employees, and 2 years for politi-
cal appointees. The conferees note, howev-
er, there is a waiting period before an em-
ployee may join the plan.

Payouls

The Senate amendment provides several
options under which participants may re-
ceive benefits from the Thrift Savings Plan
upon leaving Government employment. The
options available depend on the partici-
pant's retirement status. Those entitled to
an immediate basic plan annuity, to work-
ers’ compensation benefits, or disability ben-
efits would have four options: (1) an imme-
diate annuity; (2) a deferred annuity; (3)
withdrawal of funds in one or more pay-
ments; or (4) a rollover to an Individual Re-
tirement Account (IRA) or any qualified
pension plan. Those entitled to a deferred
annuity would have the same four options,
but the first three would be available only
after the deferred annuity commences.
Those not entitled to an annuity have two
options: (1) withdrawal of funds at age 62;
or (2) rollover to an IRA or any qualified
pension plan.

The House bill has no comparable provi-
sion,

The House committee bill provides that
an employee, upon separation from employ-
ment, may withdraw his account, receive an
annuity or receive a deferred annuity.

The conference agreement adopts the
Senate amendment provisions with modifi-
cations, If eligible to retire from the basic
plan, an employee may withdraw the ac-
count, receive an annuity, defer an annuity,
or transfer the account into an IRA or any
qualified pension plan. If the employee sep-
arates with title to a deferred annuity under
the basic plan, the employee may elect any
of the above options except that withdraw-
als may not be made until the employee is
eligible to receive the deferred annuity
under the basic plan. If the employee is not
vested in the basic plan, the account is re-
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quired to be transferred into an IRA or any
qualified pension plan.
Loans

The Senate amendment authorizes a loan
program beginning in January 1, 1988, limit-
ed to the employee’s contributions and at-
tributable earnings.

The House bill has no comparable provi-
sion.

The House committee bill authorizes
loans or hardship withdrawals of employee
contributions for the following purposes: (1)
purchase of a primary residence; (2) educa-
tional expenses; (3) medical expenses; or (4)
financial hardship.

The conference agreement adopts the
House committee provisions on loans except
that loans will not be permitted prior to
January 1, 1988. Withdrawals during em-
ployment are not permitted.

Investment of thrift savings fund

The Senate amendment provides for a
minimum of three funds for investment: A
Government Securities Investment Fund, a
Fixed Income Investment Fund, and a
Common Stock Index Investment Fund. It
provides for a 5-member board to establish
additional funds as appropriate. The Senate
amendment includes certain requirements
for the index fund and requires the board to
define the stock index.

The Senate amendment provides for em-
ployees to have the opportunity at least
once each year to elect the funds for invest-
ment or reinvestment. It includes a require-
ment that all monies contributed by em-
ployees to the Thrift Savings Plan during
1987 would be invested in the Government
Securities Investment Fund with a 20 per-
cent reduction of this amount each year
through 1991. With respect to amounts con-
tributed by the Government, 100 percent
would remain in the Government Securities
Investment Fund for the 6-year period,
1987-1992. In 1993, 20 percent would be
available for investment in other funds in-
creasing by 20 percent each year through
1996.

The House bill has no comparable provi-
sions.

The House committee bill provides for a
total of 6 funds for investment. In addition
to the 3 included in the Senate plan, the
House also provides for an indexed bond
fund, an actively managed stock fund, and
an actively managed bond fund. It provides
for employee elections for allocating invest-
ments among funds at the same time as
elections to participate in the Thrift Sav-
ings Plan (at least once every six months).
The House committee bill provides for all
government contributions prior to 1992 to
be invested in the Government Securities
Investment Fund.

The conference agreement adopts the
Senate provisions establishing three funds
and gives the Board the responsibility to
select the index for the Common Stock
Index Investment Fund. The conferees
chose to limit the number of funds to three
for several reasons. Because this is a new
undertaking in the Federal Government, a
smaller number of funds will be more man-
ageable. The three funds selected offer em-
ployees distinct and reasonable alternatives
for investment. Should additional invest-
ment vehicles become desirable, the Con-
gress can authorize them.

Most importantly, the three funds author-
ized in the legislation are passively managed
funds, not subject to political manipulation.
A great deal of concern was raised about the
possibility of political manipulation of large
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pools of thrift plan money. This legislation
was designed to preclude that possibility.

Concerns over the specter of political in-
volvement in the thrift plan management
seem to focus on two distinct issues. One,
the Board, composed of Presidential ap-
pointees, could be susceptible to pressure
from an Administration. Two, the Congress
might be tempted to use the large pool of
thrift money for political purposes. Neither
case would be likely to occur given present
legal and constitutional restraints.

The Board members and employees are
subject to strict fiduciary rules. They must
invest the money and manage the funds
solely for the benefit of the participants. A
breach of these responsibilities would make
the fiduciaries civilly and eriminally liable.

The structure of the funds themselves
prevents political manipulation. The Gov-
ernment Securities Investment Fund is in-
vested In nonmarketable special issues of
the Treasury pegged to a certain average in-
terest rate. The Fixed Income Investment
Fund is composed of guaranteed investment
contracts, certificates of deposits or other
fixed instruments in which the Board con-
tracts with insurance companies, banks and
the like to provide it with a fixed rate of
return over a specified period of time. The
Board would have no knowledge of the spe-
cific investments.

Finally, the stock index fund is one in
which a common stock index such as Stand-
ard & Poor's 500 or Wilshire's 5000 is used
as the mechanism to allocate investments
from the fund to various stocks. A common
stock index is a composite of stocks which
moves up and down in value as prices of the
stocks change. An index fund then allocates
its investments to the stocks in the index in
the same or similar ratio that the value of a
given stock has to the total value of all of
the stocks in the index. Thus, the actual de-
cision to buy or sell a given stock is deter-
mined by the market place, i.e., the ratio of
values of stock within the index. As the rel-
ative values change, the investments from
the fund change. Hence no individual or
group of individuals are capable of manipu-
lating investments. The legislation bars
Board members, the Executive Director and
employees from voting proxies owned by
the stock index fund.

The investment approach chosen by the
conferees is patterned after corporate, state
and local government, and the few existing
Federal pension funds. Political manipula-
tion is unlikely and would be unlawful.

As to the issue of Congress tampering
with the thrift funds, the inherent nature
of a thrift plan precludes that possibility.
Unlike a defined benefit plan where an em-
ployer essentially promises a certain bene-
fit, a thrift plan is an employee savings
plan. In other words, the employees own the
money. The money, In essence, is held in
trust for the employee and managed and in-
vested on the employee’s behalf until the
employee is eligible to receive it. This ar-
rangement confers upon the employee prop-
erty and other legal rights to the contribu-
tions and their earnings. Whether the
money is invested in Government or private
securities is immaterial with respect to em-
ployee ownership. The employee owns it,
and it cannot be tampered with by any
entity including Congress.

Drawing parallels between corporate re-
versions from overfunded pension plans and
state legislative initiatives to use state pen-
sion monies for certain political purposes is
irrelevant in this case. These examples are
of funded defined benefit plans where the
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monies do not belong to the employees but,
rather, are arrangements to fund a statuto-
ry or contractual benefit. In this case, the
vested moneys of the thrift plan belong to
the employees.

Because of the many concerns raised, the
conferees spent more time on this issue
than any other. Proposals were made to de-
centralize the investment management and
to give employees more choice by permitting
them to choose their own finanecial institu-
tion in which to invest. While the conferees
applaud the use of IRAs, they find such an
approach for an employer-sponsored retire-
ment program inappropriate. In fact, the
conferees received advice from the Depart-
ment of the Treasury that such a plan
would not even qualify as an employer-spon-
sored plan, thus losing its favorable tax
treatment.

The conferees concur with the resolution
of this issue as discussed in the Senate
report (99-166) on this legislation:

As an alternative the committee consid-
ered permitting any qualified institution to
offer to employee specific investment vehi-
cles. However, the committee rejected that
approach for a number of reasons. First,
there are literally thousands of qualified in-
stitutions who would bombard employees
with promotions for their services. The com-
mittee concluded that employees would not
favor such an approach. Second, few, if any,
private employers offer such an arrange-
ment. Third, even qualified institutions go
bankrupt occasionally and a substantial por-
tion of an employee's retirement benefit
could be wiped out. This is in contrast to
the diversified fund approach which could
easily survive a few bankrupticies. Fourth, it
would be difficult to administer. Fifth, this
“retail” or “voucher"” approach would give
up the economic advantage of this group's
wholesale purchasing power derived from its
large size, so that employees acting individ-
ually would get less for their money.

The conference agreement adopts the
Senate amendment provision for phasing
employee and employer contributions into
the private sector investment options with
one change. At the end of the first five-year
period employees could invest all of their
contributions in any fund. After the 10-year
period employees may invest all of the Gov-
ernment contributions in any fund. The
conference agreement provides for employ-
ees to elect investment vehicles twice each
year, simultaneous with the option to
change contribution rates. Contributions by
individuals under CSRS must be held in the
Government Securities Investment Fund.
Federal retirement (hrift investment man-

agement system

The Senate amendment establishes an off-
budget agency called the Federal Retire-
ment Thrift Investment Board to handle
the investment and administraiton of the
thrift plan. The Board's operations are
funded by forfeitures of Government contri-
butions and the invesment income from its
investments. Board members are the Chair-
man of the Federal Reserve Board, the Di-
rector of the Office of Personnel Manage-
ment, the Secretary of the Treasury, and
two Presidentially-appointed employee rep-
resentatives, one from labor and one from a
manager organization. The Board sets over-
all policy, which is administered by an exec-
utive director and a support staff. An advi-
sory committee of private sector experts ad-
vises the Board on investments and adminis-
tration while a specially elected employee
advisory committee advises in investment
decisions and votes the fund’s shares in rele-
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vant corporate matters, The Secretary of
Labor is responsible for enforcing fiduciary
responsibilities similiar to those required by
ERISA.

iThe House bill has no comparable provi-
sion.

The House committee bill establishes an
off-budget agency called the Federal Retire-
ment Investment Board to handle the in-
vestment and administration of the thrift
plan, which is funded by investment income
from its investments. The Board is com-
posed of five members, appointed by the
President of four year terms, one of whom
is designated as Chairman. One appoint-
ment is on recommendation of the Speaker
of the House, one on recommendation of
the Senate Majority Leader, and the final
one upon recommendation of the other
four. The Board sets overall policy, which is
administered by an executive director and a
support staff. The Chairman appoints a 14
member Employee Thrift Advisory Council
representing labor, management, women,
and retiree organizations. One member is
designated by the Chairman as head of the
Counecil and appointments are for four
years. The Council advises the Board on in-
vestment and administration of the Thrift
Savings Fund. The Secretary of Labor is re-
sponsible for enforcing fiduciary responsi-
bilities similar to those required by ERISA.

The conference agreement generally
adopts the House committee provisions.
Board appointees must be confirmed by the
Senate with the exception of those appoint-
ed for the first term. Unlike most of the rest
of the retirement plan, the Thrift Manage-
ment System is effective upon date of enact-
ment to ensure that the system will be oper-
able when thrift plan participation begins
on January 1, 1987. As a result the confer-
ence agreement empowers the President to
appoint the first panel of Board members
for a one year term without Senate confir-
mation. Subsequent appointments are sub-
ject to Senate confirmation. In addition,
while the Senate and House will each make
a recommendation for appointment, the
President need only take such a recommen-
dation into consideration for such an ap-
pointment. With regard to advisory groups,
the conferees decided that the requirement
for Board members and the Executive Di-
rector to have substantial expertise in man-
aging financial investments and pension
benefit programs would obviate the need for
advice from a committee of private sector
experts.

SURVIVOR BENEFITS
Preretirement death

The Senate amendment (Option A) pro-
vides a preretirement death benefit to a sur-
vivor equal to 50 percent of the accrued re-
tirement benefit of the employee subject to
applicable early retirement reductions.
Option B provides a benefit equal to 50 per-
cent of the unreduced retirement benefits.
A minimum benefit is provided under both
options, based on 10 years of service. Option
B also provides enhanced life insurance
until retirement. Benefits are payable to
survivors of vested employees who separat-
ed prior to death. Benefits vest after 18
months of service.

The House bill has no comparable provi-
sion.

The House committee bill provides a bene-
fit equal to 50 percent of the accrued annu-
ity of the employee where Social Security is
payable. If Social Security is not payable,
the benefit is the lesser of (a) the current
CSRS benefit or (b) 50 percent of the ac-
crued annuity, plus a Social Security supple-
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ment. Benefits vest after 18 months of serv-
ice.

The conference agreement provides a sur-
viving spouse a lump sum payment of
$15,000 (indexed to CPI) plus one-half of
the employee’s annual rate of pay or high-3
average pay if higher. The spouse may elect
the lump sum to be paid as an annuity or to
be paid out over a shorter period. In addi-
tion, the surviving spouse receives an annu-
ity equal to 50 percent of the employee's ac-
crued unreduced annuity if the deceased
employee had 10 years of service. Benefits
vest after 18 months of service. Benefits are
payable to survivors of vested employees
who separated prior to death.

To the extent practical, the conference
agreement reflects survivor benefit practice.
Private industry uses a mixture of life insur-
ance and survivor annuities. These coupled
with Social Security survivor benefits gener-
ally provide adequate benefits. The confer-
ees considered using a combination of insur-
ance and annuities but found this approach
would require significant changes in the
Federal Employees Group Life Insurance
(FEGLI) program. The conferees were not
prepared to address significant changes in
FEGLI at this time. Instead, the conference
agreement approximates private sector in-
surance practice by providing an option of a
lump sum payment. This should improve
the ability of survivors to meet the financial
demands resulting from the loss of a spouse.
As a result of these survivor provisions,
basic life insurance coverage may be redun-
dant in some circumstances. The conferees
urge the Office of Personnel Management
to immediately study the impact of these
provisions on FEGLI and recommend appro-
priate changes to the basic life insurance
program.

Postretirement death

Both options under the Senate amend-
ment require a 10 percent “survivor"” reduc-
tion in the basic annuity to provide post re-
tirement survivor benefits. A joint waiver is
required for alternate annuity forms. Under
Option A the survivor is entitled to 50 per-
cent of the retiree’s annuity, including any
early retirement reductions. If the survivor
predeceases the annuitant, the survivor re-
duction is not restored. Under Option B the
survivor is entitled to 50 percent of the ac-
crued annuity without early retirement re-
ductions. If the survivor predeceases the an-
nuitant, the survivor reduction is restored.

The House bill has no comparable provi-
sion.

The House committee bill requires a survi-
vor reduction equivalent to that required
under CSRS. This reduction is made unless
the retiree and spouse jointly waive the sur-
vivor option. If Social Security is payable,
the benefit is equal to 50 percent of the re-
tiree's unreduced annuity. If Social Security
is not payable, the benefit is the lesser of (1)
the current CSRS benefit or (2) 50 percent
of the retiree's unreduced annuity plus a
Social Security supplement payable until
Social Security eligibility. If the survivor
predeceases the annuitant, the survivor re-
duction is eliminated,

The conference agreement requires a sur-
vivor reduction of 10 percent (absent a joint
waiver). The remainder of the provisions are
adopted from the House committee bill.
Children’s benefits

The Senate amendment has no provision.

The House bill has no provision.

The House committee bill provides chil-
dren’s benefits equivalent to those under
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the current CSRS offset by any Social Secu-
rity benefits payable.

The conference agreement adopts the
House committee approach.

Di1sABILITY BENEFITS

The Senate amendment establishes a sep-
arate long-term disability (LTD) insurance
plan which pays benefits to a disabled em-
ployee with at least 18 months of service
after the employee has used all sick leave. A
totally disabled employee receives 60 per-
cent of average salary offset by 100 percent
of the Social Security benefit if any. For an
individual who does not meet the Social Se-
curity disability definition, but who is dis-
abled for his or her occupation, the benefit
decreases to 40 percent of average salary
after the first year. The benefit continues
until the individual recovers or is converted
to the regular retirement rolls. Occupation-
ally disabled individuals are converted at
age 55 and the totally disabled at age 62.

Time spent on the disability rolls is cred-
ited as service for purposes of the basic re-
tirement benefit formula. In addition, the
employee’s salary at onset of disability is ad-
justed upward to the time of conversion.
While receiving benefits, individuals are
subject to medical examinations and to re-
views of earnings. The portion of the dis-
ability benefit cost which comes from the
LTD plan is paid by agencies to a newly es-
tablished Federal Employee’s Disability In-
surance Fund. Benefit payments are made
by a third party administrator.

1The House bill has no comparable provi-
sion.

Under the House committee bill an em-
ployee who completes at least 5 years of
creditable civilian service and is found by
OPM to be unable to perform the duties of
such employee’s position will be eligible for
disability retirement and an annuity. The
disability annuity will be equal to the em-
ployee's accrued retirement benefit but will
be no less than the smaller of (1) 20 percent
of the employee's average pay, or (2) an an-
nuity computed under the regular annuity
formula after projecting the employee's
service to age 60. Disabled employees who
are unable to perform the duties of their po-
sitions but who do not gualify for benefits
under the stricter Social Security definition
of disability will be entitled to receive an an-
nuity supplement to make up for the lack of
Social Security benefits.

The conference agreement includes provi-
sions from both the Senate amendment and
the House Committee bill. Like the House
committee bill, the disability benefit will be
paid as an annuity from the retirement
fund. The conference agreement adopted
the Senate provision regarding eligibility for
benefits after 18 months of service. The
amount of the benefit during the first year
is 60 percent of average pay minus 100 per-
cent of any Social Security benefit payable.
After the first year, the benefit for the oc-
cupationally disabled is 40 percent of aver-
age pay. For the totally disabled a 40 per-
cent of average pay disability benefit is
offset by 60 percent of the Social Security
benefit payable. Total income flowing from
both the disability benefit and Social Secu-
rity will range from approximately 58 per-
cent of average pay for the low income
down to 46 percent for the higher income.

At age 62 the annuity is recomputed and
the annuitant will receive the lesser of the
total disability benefit (regardless of the
extent of the disability) or a recomputed re-
tirement benefit. For the retirement recom-
putation, years spent on disability are
counted as years of service and average pay
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is increased by the cost of living adjust-
ments applicable to disability annuities
during the period of disability.

The disability benefit is particularly com-
plex due to the need to coordinate with
Social Security benefit computation formu-
las and disability criteria. The Social Securi-
ty definition of disability is a very strict def-
inition. Both bills provide and the conferees
concur that payment of benefits is warrant-
ed where an employee is disabled for his po-
sition (occupationally disabled) but does not
gualify for Social Security benefits. As a
consequence, two categories of disabled em-
ployees receive benefits. In both cases a rea-
sonable benefit is necessary, but the benefit
payable to the Social Security disabled must
take into account the amount of the Social
Security benefit to avoid being overly com-
pensated. Thus, one recipient receives a ben-
efit only from the plan while the other re-
ceives it from the plan and Social Security.

The tilt to lower-income employees in
total disability cases results from the tilt to
lower-income employees in the Social Secu-
rity benefit formula. The offset formula uti-
lized for the totally disabled flattens the tilt
somewhat.

Conversion to retirement benefits, if
lower, at age 62 is necessary to assure that
the disabled person does not receive greater
benefits in his retired years than the one
who voluntarily retired from active employ-
ment. Finally, at the time of conversion, the
occupationally disabled individual is deemed
to receive the total disability amount for
conversion purposes to prevent the occupa-
tionally disabled from receiving more in
total income than the totally disabled, once
old age benefits commerce from Social Secu-
rity.

TRANSFERS FRoM CSRS 10 THE FERS

The Senate amendment permits individ-
uals covered by the CSRS, including those
covered by both Social Security and CSRS,
to elect to join the new plan within one year
after the effective date, which is January 1,
1987. Rules which apply in the case of a
transfer include:

(1) Service both before and after the
transfer counts for eligibility to retire.

(2) Increases in average salary after the
transfer apply to benefit computations
under both plans.

(3) Survivors benefits come from both
plans.

(4) Disability coverage under CSRS stops
and the employee gets credit for service
before the transfer toward the 18 months
needed to become eligible for long term dis-
ability benefits under the new plan.

(5) Service before the transfer counts for
vesting in the Government's share of contri-
butions to the thrift plan.

(6) Employees who transfer and remain in
the new plan for five years are no longer
subject to the windfall benefit reduction or
the public pension offset rule applying to
spouses under the Social Security Act.

The House bill and the House Committee
bill have no comparable provision.

The conference agreement adopts the
Senate amendment approach, (with the ex-
ception of item six above) and permits em-
ployees under CSRS to transfer into the
new system. Generally, an election to trans-
fer may not be made prior to July 1, 1987,
nor after December 31, 1987.

Individuals covered by CSRS only may
transfer to the new plan. Those individuals
covered by CSRS on December 31, 1983, but
who were subsequently covered by Social
Security may transfer into the new plan.
Those individuals who performed 5 years of
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civilian service creditable under CSRS, who
separated and who later were rehired sub-
ject to Social Security may transfer into the
new plan during the later of the six-month
period following reemployment or the six-
month election period described above. Re-
employed annuitants retired under CSRS
may transfer into the new plan.

Rules applicable to transfer regarding
creditability of service, vesting, average pay,
and disability benefits are essentially the
same as under the Senate amendment. New
rules include:

(1) Military service performed before the
effective date of the transfer generally is
not creditable under FERS except in deter-
mining eligibility for benefits.

(2) Cost-of-living adjustments for the por-
tion of the annuity earned before the trans-
fer will be under the CSRS formula; the
portion earned after the transfer will be
under the FERS formula. COLAs for chil-
dren’s benefits will be under the FERS for-
mula.

(3) Sick leave credited as service for bene-
fit computation purposes under CSRS will
be the number of days credited at the time
of transfer or the date if retirement, which-
ever is less.

(4) A supplement for retirees with 30
years of service who are between age 55 and
62 is computed on service after the date of
the transfer.

(5) A transfer election is effective with the
first pay period beginning after the date of
election and is irrevocable.

(6) An individual who elects to transfer
and who has a former spouse entitled to
CSRS benefits based on a court order or
court-approved property settlement must
have the written consent of the former
spouse before the election can be effective.

(7) Service in CSRS is counted for pur-
poses of survivor benefits under FERS. Sur-
vivor benefits are paid only under FERS.

The conferees agreed that individuals
with at least 5 years creditable service in
CSRS who return after more than a one
year break in service should retain entitle-
ment to CSRS benefits unless they elect to
be covered by FERS benefits.

Finally, the conference agreement pro-
vides that anyone who transfers into the
new plan will be covered by Social Security
prospectively.

INTERIM EMPLOYEES

The Senate amendment provides that in-
dividuals hired or rehired after 1983 and
who were covered by the Federal Employ-
ees’ Retirement Contribution Temporary
Adjustment Act of 1983 receive service
credit in the new plan beginning on the date
of such hiring or rehiring. CSRS retirement
contributions made by these individuals, to-
gether with a Government contribution and
interest on both, are used to establish a
thrift savings account for the individual.

The House bill has no comparable provi-
sion.

The House committee bill provides that
(1) individuals covered by both CSRS and
Social Security, and (2) individuals reem-
ployed after more than a one year break in
service who have at least five years of civil-
ian service covered by CSRS are credited
under the CSRS with covered interim serv-
ice without additional deposit requirements.
These individuals remain under revised
CSRS benefit and contribution formulas.

Employees hired during the interim
period or rehired with less than 5 years
service are given service credit in the new
plan for all service under CSRS or the inter-
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im system, without regard to deposit re-
quirements.

The conference agreement essentially
adopts the provisions of the House commit-
tee bill relating to individuals covered by
both CSRS and Social Security and those
individuals vested in CSRS and rehired
during the interim period. They remain
under CSRS under revised benefit and con-
tribution formulas. Those employees hired
during the interim period or rehired with
less than 5 years civilian service are given
service credit in the new plan but an appro-
priate deposit is required if that service is
not covered by contributions. In addition,
the Government will deposit in the Thrift
Savings Fund on behalf of those employees
1 percent of basic pay paid during periods of
employment under the interim system (with
interest).

TREATMENT OF CERTAIN INDIVIDUALS COVERED
UnDER CSRS AND SOCIAL SECURITY

The Senate amendment provides that in-
dividuals employed continuously since De-
cember 31, 1983, who were covered by Social
Security, retain coverage under CSRS under
a revised formula. These employees include
Members of Congress and political appoint-
ees at the Senior Executive Service level
and above.

The House committee bill provided similar
treatment for those employees covered by
the Senate amendment as well as employees
rehired subject to Social Security who were
vested in CSRS.

The conference agreement adopts the
House provisions. The affected employees
will be covered under both CSRS and Social
Security. They will pay the full OASDI tax
and a reduced contribution to the Civil
Service Retirement Pund. The reduced con-
tribution will be an amount equal to the dif-
ference between the full CSRS contribution
applicable to the covered employee and
OASDI tax.

These employees will be entitled to full
Social Security benefits and a reduced Civil
Service annuity. The Civil Service annuity
will be reduced by the amount of the Social
Security benefit attributable to Federal
service.

Service during the interim period is credit-
able in the same manner. Employees who
contributed the full CSRS amount during
the interim period will be refunded the dif-
ference between the amount they contribut-
ed and the offset amount. Those employees
who were permitted to make full contribu-
tions to both plans may continue to do so,
thereby avoiding the offset provisions.

ExTENsION OF FEDERAL EMPLOYEES' RETIRE-
MENT CONTRIBUTION TEMPORARY ADJUST-
MENT AcT OF 1983

The Senate amendment extends the provi-
sions of the Act until January 1, 1987, there-
by extending the interim retirement system
until that date.

Neither the House bill nor the House com-
mittee bill has a comparable provision.

The Federal Employees’ Retirement Con-
tribution Temporary Adjustment Act of
1983, as enacted, was to expire on December
31, 1985. Its life was extended until April 30,
1986, by section 147 of Public Law 99-190.
The Act did expire on April 30 thereby re-
quiring increased retirement contributions
by those Federal employees subject to
Social Security.

The conference agreement retroactively
extends the Act from April 30, 1986, until
December 31, 1986, at which time the new
Federal Employees’ Retirement System
takes effect. It further authorizes refunds
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of excess retirement contributions required

between April 30, 1986, and the date of the

enactment of the conference agreement.

AUTHORIZATION, APPLICATION, AND EFFECTIVE
DaTtEs

The Senate amendment provides for pay-
ment of the fiscal year 1986 and 1987 ex-
penses of the Federal Retirement Thrift In-
vestment Board for appropriations, author-
izes a $1 million appropriation for OPM to
perform required informational activities,
and makes the FERS effective Janaury 1,
1987, except for the thrift management
system, which is effective on date of enact-
ment, and the thrift loan program, which
must be established by January 1, 1988.

iThe House bill has no comparable provi-
slon.

The House committee bill has provisions
comparable to the Senate amendment re-
garding payment of thrift fund administra-
tive start up costs and effective dates. It
does not authorize an appropriation for in-
formational activities. It provides that for
purposes of the first cost-of-living adjust-
ment under the new retirement system, the
base quarter ending on September 30, 1986,
shall be considered to have been the base
quarter for a year in which a cost-of-living
adjustment under such system was made.

The conference agreement adopts the
House committee bill provisions.

DISCLOSURE OF RETURN INFORMATION

Under current law, section 6103 of the In-
ternal Revenue Code provides that income
tax returns and return information shall be
confidential except for certain limited cases
specifically set forth in that section.

The Senate amendment provides that the
Office of Personnel Management shall have
access to any information in the possession
of any government agency that is necessary
for administration of the retirement system.

The conference agreement provides that
the Commissioner of Social Security will
disclose to the Office of Personnel Manage-
ment return information concerning net
earnings from self-employment, wages, and
payments of retirement income that have
been disclosed to the Social Security Admin-
istration (SSA) under IRC section 6103.
Only that information which is strictly nec-
essary for the administration of the retire-
ment system as provided in chapters 83 and
84 of title 5, United States Code may be dis-
closed under this section, and only accord-
ing to written agreement between SSA and
OFPM, with such consultation with the De-
partment of the Treasury as may be neces-
sary.

The conference agreement also provides
for reimbursement to the Social Security
Administration (through the Department of
Health and Human Services) for the costs of
providing return information, as well as for
the costs of providing any other informa-
tion, such as hypothetical benefit computa-
tions, that may be required under agree-
ments between Social Security Administra-
tion and the Office of Personnel Manage-
ment.

FOREIGN SERVICE RETIREMENT

Title IV of the bill establishes a Foreign
Service Pension System (FSPS) to provide
retirement benefits for members of the For-
eign Service appointed after 1983. FSPS
parallels the Federal Employees’ Retire-
ment System (FERS) established by Title I
of the bill for newly appointed Civil Service
employees.

Members of the Foreign Service who are
or who become participants in FSPS are
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made subject to all the provisions in chapter
84 of title 5, United States Code. Code
(FERS) unless specifically provided other-
wise in title IV of the bill. Different treat-
ment for the Foreign Service is provided to
permit continued operation of its special
personnel system with its up-or-out and
rank-in person rather than rank-in-position
features and continued administration of
the system by the Secretary of State. The
special features incorpated in the FSPS are
comparable to the special features in the
FERS for personnel also eligible for age 50
retirement such as law enforcement, fire-
fighter and air traffic controller personnel.

SENATE AMENDMENT

The Senate amendment established a For-
eign Service Pension System (FSPS). The
new System would provide retirement bene-
fits for members appointed after 1983, and
is very similar to the Federal Employees’
Retirement System (FERS) established by
the bill for new appointees in the Civil Serv-
ice after 1983. All Foreign Service members
who become participants in the FSPS would
be subject to all provisions of the compara-
ble FERS unless specifically provided other-
wise by law. All the exceptions are stated in
the Senate amendment.

The Foreign Service (FS) has always had
its own retirement system separate from the
Civil Service Retirement System. The basic
reason for this is that the FS needs special
provisions for early retirement to permit op-
eration of its up-or-out personnel system. A
number of FS members are mandatorily re-
tired every year to permit advancement of
the more competitive and most able person-
nel. This system was endorsed and expand-
ed by the Foreign Service Act of 1980. The
special provisions are also necessary to
permit the early retirement of members
who, for various reasons, are no longer able
to serve abroad after completing a career in
dangerous and difficult environments.

The FSPS proposed in the Senate amend-
ment would preserve the early retirement
and other special features needed by the FS.
It would permit members to retire voluntar-
ily at age 50 with 20 or more years of service
with the same benefit as provided for spe-
cial category personnel such as law enforce-
ment, firefighter, and air traffic controller
personnel. The system would permit FS
members who are retired mandatorily at an
early age to receive the “mid-tier” benefit
based on high-5 salary without penalty for
early retirement. The third basic special
provision would provide an annuity supple-
ment equivalent to a Social Security benefit
from the date of retirement to age 62 when
the annuitant would be eligible for the
actual Social Security benefit. This annuity
supplement would be based on all creditable
service.

A detailed analysis of the Senate amend-
ment follows:

Title V of the Senate amendment consist-
ed of T sections:

Section 501 amends chapter 8 of the FSA
of 1980 which contains the authority for the
existing Foreign Service Retirement and
Disability System (FSRDS), to designate
the existing portion as “Subchapter I'" and
to make conforming amendments to change
the word “chapter” wherever it appears in
chapter 8 to “subchapter”, and “act” to
“subchapter” in certain cases.

Section 502 amends section 805 of the For-
eign Service Act of 1908, relating to deduc-
tions from a participant’s pay for Foreign
Service Retirement and Disability System
(FSRDS) coverage. An employee who was
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covered by the FSRDS on December 31,
1983, and who was subsequently covered by
Social Security will continue in the FSRDS
at a reduced contribution. The contribution
to FSRDS will be equal to the excess of the
employee’s normal FSRDS contribution
over the OASDI portion of the Social Secu-
rity tax.

Section 503 amends section 806 to require
that annuities of retirees and survivors
under the current FSRDS who are entitled
to Social Security benefits for Federal serv-
ice have their annuities reduced at age 62 in
a manner comparable to the amendment to
5 U.8.C. 8339%(0) made by the Senate amend-
ment.

Section 504 amends existing section 823
which deals with retirement benefits of re-
tired FS members who are recalled to active
duty. The amendment provides that mem-
bers who are recalled in the future and
whose recall service comes under the new
FS Pension System will receive the same
benefits as reemployed annuitants.

Section 505 restates existing section 834
which concerns reemployed annuitants. The
FS has long had a distinctive rule on reem-
ployed annuitants to permit use of retired
members who are uniquely qualified to per-
form certain essential tasks. This amend-
ment recognizes that some reemployed an-
nuitants will have an annuity under both
the new and old systems. It also recognizes
that it would be difficult or inappropriate to
recompute a FS annuity following employ-
ment under the new Federal Employees’ Re-
tirement System. Accordingly, the amend-
ment proposes, in such situations, to provide
an additional annuity computed under Sub-
chapter B, based on salary and service
during reemployment in lieu of recomputa-
tion. Section 506 amends section 827 to
extend the existing “Executive Order” pro-
cedure for maintaining conformity between
the CS and FS retirement systems to the
new FERS and FSPS.

Section 507 is the major substantive
amendment. It establishes as subchapter II
of chapter 8 of the Foreign Service Act of
1980, the FSPS. Section 851 of the new sub-
chapter provides that participants in the
new FSPS shall be subject to all provisions
in chapter 84 of title 5, United States Code
governing FERS except where otherwise
specifically provided by law.

Section 852 provides definitions of the fol-
lowing terms: Annuity, dynamic assumption,
Fund, normal cost, participant, supplemen-
tal liability, and System.

Section 853 provides that all members of
the F'S whose service after 1983 brings them
under Social Security and who would, save
for this section, be participants in the
FSRDS, shall be participants in the FSPS.

Section 854 provides special rules govern-
ing entitlement to annuity under FSPS. Any
entitlement or requirement not mentioned
here would automatically, pursuant to sec-
tion 851, be governed by chapter 84 of title
5, United States Code.

Subsection 854(a) provides that members
retiring voluntarily or mandatorily under
the conditions of existing sections 607, 608,
Bl1 or B13 receive an annuity computed
under proposed new section 8413 applicable
to “special category” personnel in the Civil
Service.

Subsection 854(b) provides that those re-
tired under subsection (a) above, will be en-
titled to an annuity supplement from the ef-
fective date of retirement to age 62 based on
total creditable service of the member and
computed under section 8413(b) of title 5.

Subsection 854(c) makes participants in
the new system subject to existing provi-
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sions for voluntary and mandatory retire-
ment of existing sections 811, 812 and 813.

Subsection B54(d) carries forward to the
new system the provision denying pension
benefits to a member separated on grounds
of disloyalty to the United States.

Section 855 along with the definition of
“FPund” in section 852 provide that all
monies to finance the System shall be paid
into the exsiting Foreign Service Retire-
ment Fund and benefits paid out of that
fund. Financing arrangements would exact-
ly parallel those for the FERS, except that
the Department of Treasury would provide
actuarial services for the FSPS, as at
present with respect to the FSRDS.

Section 856 provides that the Secretary of
State in consultation with the Medical Di-
rector of the Foreign Service, rather than
an administrator of benefits under chapter
84, of title 5, United States Code, shall make
determinations of disability as affected by
fitness for overseas service for purposes of
subchapter V of such chapter 84.

Section 857 provides that the Secretary of
State shall administer the FSPS exclusive
of matters pertaining to Disability and the
Thrift Savings Plan. These would be admin-
istered in accordance with subchapters 11, V
and VIII, chapter 84 of title 5, United States
Code, except as provided in section 856, as
explained above.

Section 858 provides for transition from
the old system to the new. The transition
provisions are comparable to those applica-
ble to CSRS employees.

Section 859 provides that references in
certain paragraphs of the Senate amend-
ment to participation in the Federal Em-
ployees’ Retirement System shall be deemed
to include participation in the Foreign Serv-
ice Pension system.

CONFERENCE AGREEMENT

Title IV of the conference agreement fol-
lows the Senate amendment with minor or
conforming changes except that provisions
under title I relating to law enforcement of-
ficers are generally applicable and except as
noted below:

Definition of court

Section 403 of the conference agreement
revises the definition of “court” in the For-
eign Service Act to make it comparable to
the definition added to chapter 83 of title 5
by P.L. 98-615. The revised definition per-
mits the recognition of orders by territorial
and Indian courts affecting the payment of
retirement and survivor benefits to former
Spouses.
18-month period to elect survivor annuity

Section 407 of the conference agreement
amends the Foreign Service Act to grant an-
nuitants under the existing Foreign Service
Retirement and Disability System an 18-
month grace period to elect or increase a
survivor benefit for a spouse to whom mar-
ried at retirement. This amendment is com-
parable to an amendment of chapter 83 of
title 5 by P.L. 89-251.

Alternate forms of annuilies

Section 408 of the conference agreement
amends the Foreign Service Act to provide
participants in the existing Foreign Service
Retirement and Disability System alternate
forms of annuities actuarially equivalent to
whole life annuities now provided. This
amendment is comparable to the amend-
ment to chapter 83 of title 5 made by sec-
tion 204 of the conference agreement.

Moderation of remarriage penalty

Section 412 of the conference agreement
amends the Foreign Service Act retroactive-
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ly to November 8, 1984 to moderate the re-
marriage penalty affecting former spouses,
surviving spouses and former spouses of
members of the Foreign Service. The
amendment permits continuation of bene-
fits or retention of entitlement to benefits if
a remarriage occurs on or after age 56
rather than age 60 as at present. The
amendment is comparable to the amend-
ment made to chapter 83 of title 5 by P.L.
98-615 effective November 8, 1984.

Former spouses

Sections 861 and 862 being added to the
Foreign Service Act by section 415 of the
conference agreement as a part of the new
Foreign Service Pension System conform
that System with existing provisions on
former spouses added to the Foreign Service
Retirement and Disabilities System by the
landmark Foreign Service Act of 1980.
These sections do two basic things: first,
with respect to certain former spouses, sec-
tion 861 mandates a pro-rata share division
of retirement and survivor benefits when a
different distribution has not been ordered
or approved by a court or agreed to by the
parties. Secondly, section 862 authorizes a
participant in the new System to “contract”
with his or her spouse or former spouse on a
mutually agreed upon distribution of bene-
fits under the System. The purpose of sec-
tion B62 is to allow the parties to arrange
for a mutually agreed upon distribution of
retirement benefits without going to court.

Section 861 would apply only to a former
spouse married to a participant during 10
years of creditable service with at least 5 of
those years occurring while the participant
was an active member of the Foreign Serv-
ice. This is comparable to the 10-year mar-
riage requirement now in chapter 8 of the
Foreign Service Act. Distributions under the
Foreign Service Pension System to former
spouses other than pro-rata share distribu-

tions under section 861 will be governed by
provisions in chapter 84 of title 5 applicable
to former spouses of employees under the

Federal Employees’ Retirement System.
Those benefits will be available to former
spouses as defined in that chapter: married
9 months to an individual with 18 months of
civilian service credit.

Subsection 861(d) covers the situation
where a member becomes entitled to bene-
fits under both the Foreign Service Retire-
ment and Disability System and the Foreign
Service Pension System and has a former
spouse at the time of transfer to the latter
System. In the common situation where
benefits are apportioned pursuant to a court
order or spousal agreement, the intent may
be to provide a pro-rata share distribution
but the language of the instrument may
base the share on length of the marriage
during service creditable only under the Re-
tirement System, and not under the Pension
System. This will provide an especially large
share of the Retirement System benefits. If
such an order or spousal agreement is not
amended, it would not be fair to provide,
under this section, an additional pro-rata
share of pension system benefits to the
former spouse. The purpose of subsection
(d) is to prohibit this possibility.

Similarly, in the case where a former
spouse is entitled to a pro-rata share of Re-
tirement System benefits based on years
married during the entire Government
career, it would be unfair not to provide the
former spouse the same share of Pension
System benefits., Subsection (d) serves this
purpose. A related amendment is made to
existing sections of the Act by section 404 of
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the conference agreement. The purpose is
to assure that two former spouses married
for the same period to members who have
identical careers, one of whom transfers to
the new Pension System and the other re-
mains under the old Retirement System,
will each receive the same share of benefits
under this chapter, if payments are based
on pro rata share distributions.

CENTRAL INTELLIGENCE AGENCY
RETIREMENT

Title V of the conference agreeement ad-
dresses federal employee retirement bene-
fits for officers and employees of the Cen-
tral Intelligence Agency (CIA). One section
of Title V also addresses a related matter in-
volving very limited numbers of National
Security Agency (NSA) employees and De-
fense Intelligence Agency (DIA) employees.

After enactment of the Federal Employ-
ees’ Retirement System Act of 1986, em-
ployees of the Central Intelligence Agency
will generally fall into four basic categories,
each with differing retirement benefits and
obligations:

(1) CSRS participants.—Most Central In-
telligence Agency employees whose federal
service began before December 31, 1983 par-
ticipate in the Civil Service Retirement
System maintained under subchapter III of
chapter 83 of title 5, United States Code.
These CIA employees enjoy the same bene-
fits as federal employees in other agencies
who participate in the Civil Service Retire-
ment System.

(2) CIARDS participants.—In 1964, Con-
gress enacted the Central Intelligence

Agency Retirement Act of 1964 for Certain
Employees (50 U.S.C. 403 note) to establish
a CIA Retirement and Disability System
(CIARDS) for CIA employees whose duties
are ‘(i) in support of Agency activities
abroad hazardous to life or health or (ii) so
specialized because of security requirements

as to be clearly distinguishable from normal
government employment” (Sec. 203 CIA,
Retirement Act). The CIA employees par-
ticipating in the CIARDS receive retirement
benefits superior to those provided general-
ly by the CSRS, benefitting in particular
from a higher annual pension accrual rate
and an option for early retirement. The
group of CIARDS participants will consist
of CIA employees whose federal service
began prior to December 31, 1983 who are,
or who will become eligible (whether before,
on or after December 31, 1983), to partici-
pate in CTARDS in accordance with the CIA
Retirement Act and implementing regula-
tions.

(3) FERS regular participants.—Central
Intelligence Agency employees whose feder-
al service began after December 31, 1983
will participate in the Federal Employees’
Retirement System (FERS) established
under the new chapter 84 of title 5, United
States Code, Unless they fall within the spe-
cial category of CIA employees who qualify
for FERS treatment equivalent to that ac-
corded law enforcement officers, the CIA
employees covered by the FERS will incur
the same obligations and receive the same
benefits as do most federal employees cov-
ered by the FERS.

(4) FERS section 203 criteria partici-
panits.—The CIA employees whose federal
service began after December 31, 1983 (and
who therefore participate in the FERS) and
who meet the criteria prescribed under sec-
tion 203 of the CIA Retirement Act, namely
that their CIA duties are (i) in support of
Agency activities abroad hazardous to life or
health or (ii) so specialized because of secu-
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rity requirements as to be clearly distin-
guishable from normal government employ-
ment,” will incur the same obligations and
receive the same benefits as do federal em-
ployees covered by the FERS who are law
enforcement officers. The FERS accords
preferential benefits to law enforcement of-
ficers in comparison to most other types of
federal employees, and thus CIA's FERS
section 203 criteria participants will receive
preferential benefits in comparison to CIA
FERS regular participants.

The conferees agreed that, to improve the
security of intelligence sources, methods
and activities, the CIA should administer all
federal retirement systems as they apply to
CIA officers and employees. The conference
agreement provides for such CIA adminis-
tration. Providing for CIA administration of
retirement systems as they apply to CIA
employees reduces unnecessary dissemina-
tion within the government of intelligence
personnel information, improving security.
The administration of the retirement sys-
tems by CIA as to CIA employees will not
differ substantively from OPM administra-
tion of such systems with respect to other
federal employees. The benefits and obliga-
tions of CIA employees and non-CIA em-
ployees within a retirement system will not
differ; only the agencies administering the
sytem as to those employees will differ. As a
result of provisions of the conference agree-
ment providing for CIA administration of
the CSRS and the FERS with respect to
CIA employees, all aspects of retirement
system administration with regard to CIA
employees will remain completely within
the CIA, except for Merit Systems Protec-
tion Board and federal court review of cer-
tain adverse retirement decisions made by
the DCI with respect to CIA CSRS and reg-
ular FERS employees. The conferees expect
the MSPB and the federal courts to conduct
such proceedings in a manner consistent
with the protection of intelligence sources,
methods and activities. The conferees also
expect close cooperation among OPM, the
Executive Director of the Thrift Investment
Board, and the DCI to ensure both uniform
administration of federal retirement sys-
tems and the protection of intelligence
sources, method and activities, particularly
as the conference agreement provides for
OPM and Executive Director, Thrift Invest-
ment Board inspection and audit of CIA-re-
lated disbursements from the Civil Service
Retirement and Disability Fund and the
Thrift Savings Plan.

The DCI must submit all retirement regu-
lations he issues to the intelligence commit-
tees of the Congress before the regulations
take effect.

SECTION-BY-SECTION EXPLANATION

Title V of the conference agreement ad-
dresses Central Intelligence Agency retire-
ment and related matters, Title V consists
of sections 501 through 506 amending the
Central Intelligence Agency Retirement Act
of 1964 for Certain Employees and title 5 of
the United States Code and section 507
making related changes.

Section 501: References

Section 501 of the conference agreement
amends the CIA Retirement Act of 1964.

Section 501(1) amends section 201(c) of
the CIA Retirement Act to make clear that
the provisions of section 201(c), which pro-
vide for the finality and unreviewability of
DCI administration of the CIA Retirement
Act, do not override the provision of section
305(d) of the CIA Retirement Act (added by
section 506 of the conference agreement)
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which permits CIA regular FERS employees
to appeal certain adverse retirement deter-
minations made by the DCI to the Merit
Systems Protection Board and the federal
courts in accordance with section 8461(e) of
title 5 (as added by section 101 of the con-
ference agreement).

Section 501(2) replaces the phrase “this
Act” each place it appears in Title II of the
CIA Retirement Act with the phrase “this
title” (except in two specified sections),
which is necessitated by the addition of a
new Title I1I to the CIA Retirement Act by
section 506 of the conference agreement.

Section 501(3) inserts the phrase “under
this title” in Title II of the CIA Retirement
Act after the phrase “payable from the
fund” (meaning the CIA Retirement and
Disability Fund) each place it appears in the
title, which is necessitated by the addition
of a new Title III to the CIA Retirement
Act by section 506 of the conference agree-
ment.

Section 502: Contributions to the CIA retire-
ment and disability system

Section 502 of the conference agreement
amends section 211 of the CIA Retirement
Act of 1964.

Section 502(1) amends section 211 of the
CIA Retirement Act to provide for an excep-
tion from the CIARDS contribution require-
ment of seven percent of basic salary con-
tained in section 211(a) for participants de-
scribed in new section 211(d) of the CIA Re-
tirement Act as added by section 502(2) of
the conference agreement.

Section 502(2) adds to section 211 of the
CIA Retirement Act a new subsection (d)
providing for contributions to the CIA Re-
tirement and Disability Fund by CIARDS
participants subject to title II of the CIA
Retirement Act before January 1, 1984,
whose service is employment for purposes of
Title IT of the Social Security Act and the
social security tax provisions of the Internal
Revenue Code but whose service is not cred-
itable service under the new Federal Em-
ployee Retirement System. Such individuals
would be CIARDS annuitants (who were
participants before January 1, 1984) who
are recalled to service after a one year break
in service, political appointees, or individ-
uals described in section 301(c)(1) of the
CIA Retirement Act. The conferees intend
that this provision not apply to any individ-
uals other than individuals who fall within
one of these categories. The contribution
due to the CIA Retirement and Disability
Fund from such an individual is equal to
seven percent of basic pay, less the amount
of social security taxes deducted and with-
held from basic pay.

Section 503: Offset of annuily by amount of
social security benefits

Section 503 of the conference agreement
amends section 221 of the CIA Retirement
Act of 1964 by adding a new section 221(p).
Section 221(p) provides that the annuity
payable under CIARDS to an individual de-
seribed in section 301(c)(1) of the CIA Re-
tirement Act (as added by section 506 of the
conference agreement) shall be offset by
the amount of the individual’s Social Securi-
ty benefits, in the manner provided by sec-
tion 8349 of title 5, United States Code (as
added by section 201(b) of the conference
agreement). An individual described in sec-
tion 301(eX1) of the CIA Retirement Act is
one who separates, or has separated, from
federal service after having been a CIA em-
ployee subject to CIARDS and having com-
pleted at least 5 years of civilian service
creditable under CIARDS. The social securi-
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ty offset under subsection 221(p) does not

apply to the annuity of an individual de-

scribed in section 301(c)(1) who has elected

to participate in the new FERS.

Section 504: Thrift Savings Fund participa-
tion by participants in the CIARDS

Section 504 of the conference agreement
adds a new section 293 to the CIA Retire-
ment Act of 1964. Section 293 permits
CIARDS participants to remain in CIARDS
and to elect to participate in the Thrift Sav-
ings Plan on the same basis as CSRS partici-
pants may remain in the CSRS and elect to
participate in the Thrift Savings Plan under
section 8351 of title 5, United States Code
(as added by the conference agreement).
Sections 8461 (k) and (m) of title 5, United
States Code (as added by the conference
agreement) apply with respect to contribu-
tions to the Thrift Savings Plan, and result-
ant earnings, by CIA employees who have
elected, while remaining in the CIARDS or
the CSRS, to participate in the Thrift Sav-
ings Plan. This ensures that the DCI will
handle all administration with respect to
CIARDS and CSRS participants who have
elected to participate in the Thrift Savings
Plan.

Section 505: Alternative forms of annuities

Section 505 of the conference agreement
add a new section 294 to the CIA Retire-
ment Act of 1964 to authorize the DCI to
provide by regulation for alternative forms
of annuities for CIARDS participants te
elect upon retirement. To the maximum
extent practicable, the regulations and the
alternative forms of annuities must beat the
requirements prescribed in section 8343a of
title 5, United States Code (as added by the
conference agreement). The DCI must
submit the regulations to the intelligence
committees of the Congress before they
take effect.

Section 506 Participation in the Federal

Employees’ Retlirement System

Section 506 of the conference agreement
enacts a new Title III of the CIA Retire-
ment Act of 1964 for Certain Employees,
consisting of sections 301-307.

Section 301 of the CIA Retirement Act
provides for application to certain CIA em-
ployees of the Federal Employee Retire-
ment System established under chapter 84
of title 5, United States Code (as added by
section 101 of the conference agreement).

Section 301(a) provides that the FERS ap-
plies to all Agency personnel any of whose
service after December 31, 1983 is employ-
ment for purposes of Title II of the Social
Security Act and the social security tax pro-
visions of the Internal Revenue Code,
except as provided in subsections 301 (b)
and (c).

Section 301(b) provides that CIARDS par-
ticipants who were CIARDS participants on
or before December 31, 1983, and who have
not had a one year break in service then, are
not subject to the FERS, without regard to
whether they are subject to Title II of the
Social Security Act.

Section 301(c) provides that the FERS
does not apply to an individual who sepa-
rates, or has separated, from federal service
after having been a CIA employee subject to
CIARDS and having completed at least 5
years of civilian service creditable under
CIARDS, unless the individual elects to
become subject to the FERS.

Section 301(d) provides that the provi-
sions of chapter 84 of title 5 (as added by
section 101 of the conference agreement),
which establishes the FERS, apply to CIA
employees covered by the FERS, subject to
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any exceptions and special rules provided in
Title III of the CIA Retirement Act with re-
spect to such CIA employees.

Section 302 of the CIA Retirement Act
provides special rules for CIA FERS section
203 criteria employees.

Section 302(a) provides that CIA employ-
ees subject to the FERS who are designated
by the DCI under the criteria prescribed in
section 203 of the CIA Retirement Act shall
be treated for purposes of their retirement
benefits and obligations under the FERS as
if they were law enforcement officers as de-
fined in section 8401(17) of title 5, United
States Code (as added by section 101 of the
conference agreement). The conferees em-
phasize that CIA personnel are not law en-
forcement officers, and indeed, are prohibit-
ed by section 102(d)(3) of the National Secu-
rity Act from exercising law enforcement
powers (except for CIA Security Protection
Service personnel who have law enforce-
ment powers under section 15 of the CIA
Act of 1949 within CIA installations). The
CIA FERS section 203 criteria employees
are merely to be treated as if they were law
enforcement officers for purposes of deter-
mining their FERS retirement benefits and
obligations. The criteria of section 203 of
the CIA Retirement Act to which the sec-
tion refers permit designation of CIA FERS
employees for retirement treatment equiva-
lent to law enforcement officers if the CIA
employees’ duties are “(i) in support of
Agency activities abroad hazardous to life or
health or (ii) so specialized because of secu-
rity requirements as to be clearly distin-
guishable from normal government employ-
ment.”

Section 302(b) provides that the voluntary
retirement provisions applicable to CIARDS
participants under section 233 of the CIA
Retirement Act also apply to CIA FERS sec-
tion 203 criteria employees and that the
mandatory retirement provisions applicable
to CIARDS participants under section 235
of the CIA Retirement Act also apply to
CIA FERS section 203 criteria employees,
except that the applicable retirement bene-
fits are those specified for such special cate-
gory empioyees under the FERS in chapter
84 of title 5, United States Code. Section 233
of the CIA Retirement Act permits volun-
tary retirement by an employee who is at
least 50 years of age and has rendered 20
years of service provided the employee has
not less than ten years of Agency service, of
which at least five years shall have been
service after designation, or shall have been
service prior to designation consisting of
duties meeting the criteria prescribed in sec-
tion 203 of the CIA Retirement Act. Section
235 of the CIA Retirement Act permits
mandatory retirement of a designated em-
ployee who has completed at least 25 years
of service, or who has completed 20 years of
service and is at least 50 years of age, pro-
vided such employee has not less than ten
years of Agency service, of which at least
five years shall have been service after des-
ignation, or shall have been service prior to
designation consisting of duties meeting the
criteria prescribed in section 203 of the CIA
Retirement Act. Section 235 also provides
for automatic separation from the Agency
at age 60 of a section 203-designated Agency
employee receiving compensation at less
than the GS-18 level and for automatic sep-
aration of such an employee at age 65 if
such employee is receiving compensation at
the GS-18 level or above, subject to exten-
sions by up to a total of five years by the
DCI when it is in the public interest. A sec-
tion 203-designated Agency employee who is
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automatically separated at age 60 or 65 re-
ceives retirement benefits under the appli-
cable retirement system if the employee has
completed five years of Agency service.

Section 302(c) provides that the recall pro-
visions applicable to CIARDS participants
under section 271 of the CIA Retirement
Act also apply to CIA FERS section 203 cri-
teria employees, except that a CIA FERS
section 203 criteria employee make contri-
butions during recall service as provided in
section 8422 of title 5, United States Code
(as added by section 101 of the conference
agreement). When a CIA FERS section 203
criteria employee recalled to service subse-
quently reverts to a retired status, his FERS
annuity is redetermined.

Section 303 provides a special rule for use
in determining the FERS annuity of a retir-
ing CIA employee who is not a FERS sec-
tion 203 criteria employee and who has
served outside the United States during his
Agency service. The portion of such annuity
relating to service abroad performed by
such employee after the effective date of
the Federal Employees’ Retirement System
Act of 1986 is based on the higher accrual
rate set forth in section 8415(d) of title 5,
United States Code (as added by section 101
of the conference agreement), while the
portion of the annuity of such employee re-
lating to other service is based on the
normal FERS accrual rate applicable to
that employee’s other service. The confer-
ees provided the accrual rate increase for
periods of service abroad for regular CIA
FERS employees because such employees,
during their service abroad, perform work
substantially similar to that of FERS sec-
tion 203 criterial employees, and should
thus enjoy equivalent pension accrual rights
during that period as a matter of equity.

Section 304 provides special rules relating
to certain former spouses of certain CIA
personnel. The conferees’ intention is to
perserve the existing regime of benefits for
former spouses of CIA personnel, subject to
necessary technical changes. The term
“former spouse” as defined in the CIA Re-
tirement Act (section 204(bX4)) incorpo-
rates the requirement, applicable through-
out the new Title III of the CIA Retirement
Act that, to be considered a “former
spouse,” the former wife or husband of a
CIA employee must have been married to
the CIA employee for not less than 10 years
of Agency service, at least 5 years of which
were spent outside the United States by
both the employee and the spouse (the “10/
5 requirement’”). As a result of section 304,
CIA FERS employees’ former spouses, who
meet the 10/5 requirement, receive former
spouses benefits analogous to those received
by CIA CIARDS and CSRS employees'
former spouses who met the 10/5 require-
ment. Throughout the discussion below of
this section, unless the context indicates
otherwise, the term “former spouse” when
used in reference to a CIA employee's
former spouse, means only a former wife or
husband who satisfies the 10/5 requirement.

Section 304(a) provides that the former
spouse provisions in chapter 84 of title 5,
United States Code (as added by section 101
of the conference agreement) do not apply
to a CIA FERS employee who has a former
spouse meeting the 10/5 requirement. In-
stead, the special rules provided in section
304 apply to such an employee and former
spouse. For a CIA FERS employee whose
former spouse did not meet the 10/5 re-
quirement, the normal former spouses pro-
visions of chapter 84 of title 5 (as added by
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section 101 of the conference agreement)
would apply.

Section 304(b) provides that the provision
in section 221(bX1XC) of the CIA Retire-
ment Act for a joint employee/former
spouse waiver of a survivor annuity by
spousal agreement applies with respect to
the survivor annuity for a CIA FERS em-
ployee’s former spouse under section
304(eN2).

Section 304(c¢) provides that certain speci-
fied provisions of the CIA Retirement Act
of 1964 relating to CIA CIARDS employees
apply equally to CIA FERS employees with
respect to former spouses. The specified
provisions made applicable deal with com-
putation of annuities for former spouses,
election of survivor benefits for former
spouses, sharing of discontinued service (i.e.,
lump sum) benefits with former spouses,
and the effect of payments under spousal
agreements or court orders.

Section 304(d) provides technical special
rules with respect to computation of annu-
ities for CIA FERS employees' spouses in
accordance with section 222(a) of the CIA
Retirement Act as made applicable by sub-
section 304(c). The special rules are neces-
sary to take account of the recall and reem-
ployment situations of CIA FERS employ-
ees and to take account that CIA FERS em-
ployees’ contributions belong in the Civil
Service Retirement and Disability Fund
rather than the CIA Retirement and Dis-
ability fund to which CIA CIARDS partici-
pants contribute.

Section 304(e) provides special rules relat-
ing to the survivor annuities of CIA FERS
employees’ former spouses under subsec-
tions (b) and (c) of section 222 of the CIA
Retirement Act as made applicable by sec-
tion 304(c). The special rules adjust the ap-
plication of the CIA Retirement Act provi-
sions made applicable to CIA FERS former
spouses provisions in light of the former
spouses provisions of chapter 84 of title 5,
United States Code (as added by section 101
of the conference agreement) with respect
to percentage of employee annuity used in
calculating former spouse survivor benefits,
the employee annuity base used in such cal-
culation, survivor annuity election, aggrega-
tion of multiple survivor annuities, and em-
ployee contributions to fund elected survi-
vor annuities.

Section 304(f) provides for computation of
the reduction of a CIA FERS employee's an-
nuity to provide survivor annuities in the
manner provided by section 8419(a) of title
5, United States Code (as added by section
101 of the conference agreement).

Section 304(g) provides that the entitle-
ment of a retired CIA FERS employee's
former spouse to a portion of the employ-
ee's annuity extends to any annuity supple-
ment the employee receives under section
B421 of title 5, United States Code (as added
by section 101 of the conference agree-
ment).

Section 305 provides that section 201(c) of
the CIA Retirement Act, which provides for
the finality and unreviewability of DCI ad-
ministration of the CIA Retirement Act, ap-
plies to administration of FERS by the CIA
with respect to CIA employees, except that
regular CIA FERS employees may appeal
certain adverse retirement decisions made
by the DCI to the Merit Systems Protection
Board and the federal courts as provided in
section 8461(e) of title 5, United States Code
(as added by section 101 of the conference
agreement). Subsection 8347(n) of title 5,
United States Code (as amended by the con-
ference agreement) contains a provision

CONGRESSIONAL RECORD—HOUSE

similar with respect to finality and unre-
viewability of DCI administration of the
CSRS with respect to CIA employees and
similar with respect to appeals of certain
DCI decisions by CIA CSRS employees.

Section 306 authorizes the DCI to pre-
scribe in regulations (in consultation with
the Director, OPM and the Executive Direc-
tor of the Thrift Investment Board) appro-
priate procedures to carry out Title III of
the CIA Retirement Act. The DCI must
submit the regulations to the intelligence
committees of the Congress before the regu-
lations takes effect.

Section 307 authorizes the DCI to provide
by regulation for the transition from
CIARDS to FERS for CIARDS participants
electing to participate in the FERS. Section
307 gives CIA CIARDS employees the same
opportunity to elect to participate in the
FERS as CIA CSRS employees enjoy under
title III of the Federal Employee's Retire-
ment System Act of 1986. The DCI must
submit the regulations implementing sec-
tion 307 to the intelligence committees of
tt;re Congress before the regulations take
effect.

Section 507: Special reliremenl accrual for
other intelligence personnel

Section 507 extends, to a limited number
of civilian employees of the National Securi-
ty Agency and the Defense Intelligence
Agency covered by the CSRS and the
FERS, the special retirement accrual bene-
fit provided to CIA regular FERS empioyee
for periods of overseas service by section 303
of the CIA Retirement Act (as added by sec-
tion 506 of the conference agreement). The
conferees concluded that NAS and DIA ci-
vilian employees within the groups covered
by section 9(b)1)B) of the NSA Act of 1959
and section 1605(a) of Title 10, United
States Code merit treatment equivalent to
that afforded CIA regular FERS employees
for periods of service abroad because of the
nature of their intelligence duties.

ADMINISTRATION OF CSRS anp FERS FOR
EMPLOYEES OF THE CIA

Section 206(i) of the conference agree-
ment amends section 8347 of title 5, United
States Code, to add a new subsection
834T(n) to provide for CIA administration of
the Civil Service Retirement System as it
applies to CIA employees. Section 8347(n)
provides for CIA administration of the
CSRS as it applies to CIA employees in the
same way as section 8461 of title 5, United
States Code (as amended by the conference
agreement) provides for CIA administration
of the FERS as it applies to CIA employees.
The conferees concluded that CIA adminis-
tration with respect to CIA employees of all
retirement systems applicable to CIA em-
ployees forms an essential part of efforts to
improve the protection afforded to intelli-
gence sources, methods and activities,

These provisions (sections 8347 and 8461)
provide that the Director of Central Intelli-
gence may, consistent with the administra-
tion of CSRS and FERS by the Office of
Personnel Management and the Executive
Director of the Federal Retirement Thrift
Investment Board and to the extent the
DCI considers appropriate, administer
CSRS and FERS retirement provisions as
they apply to CIA personnel. In addition
the DCI may, to the extent he considers ap-
propriate, perform with respect to CIA per-
sonnel the functions and duties (including
with respect to disbursements from the Civil
Service Retirement Fund or the Thrift Sav-
ings Plan, but not including Thrift Savings
Plan investment decisions) of the Director,
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OPM or the Executive Director, Thrift In-
vestment Board under subchapter III of
chapter 83 or under chapter 84, which those
officers would otherwise perform. To the
extent that the DCI does not exercise his
authority to assume the functions and
duties of OPM or the Executive Director
with respect to CIA CSRS and FERS em-
ployees, OPM and the Executive Director
would continue to perform such functions
and duties with respect to CIA CSRS and
FERS employees. Allowing the DCI to
assume such functions and duties to the
extent he considers appropriate will permit
a phased, orderly assumption of retirement
;ci::inistration functions and duties by the

These provisions also provide that sec-
tions 8439(b), B461(h)1), and 8474(c)4) of
title 5, United States Code (as added by sec-
tion 101 of the conierence agreement) shall
be applied with respect to information relat-
ing to CIA personnel in a manner that pro-
tect intelligence sources, methods and ac-
tivities. Section 8439(b) relates to auditing
of the Thrift Savings Plan by a qualified
public accountant and a report to the Gen-
eral Accounting Office. Section 8461(h)1)
relates to OPM access to information held
by other agencies, Section 8474(c)(4) relates
to Executive Director, Thrift Investment
Board access to information held by other
agencies. Although nothing in the Federal
Employees’ Retirement System Act of 1986,
or the amendments made by the Act, im-
pairs or affects statutes (such as section
102(d)3) of the National Security Act of
1947 and sections 6 and 8 of the CIA Act of
1949) and Executive Orders (such as Execu-
tive Orders 12333 governing intelligence ac-
tivities and 12356 governing national securi-
ty information) regarding protection of in-
telligence sources, methods and activities,
the conferees believed it appropriate to em-
phasize the requirement for such protection
because certain provisions of chapter 84
refer specifically and address the issue of
access by one agency to information held by
another agency. Security practices, includ-
ing clearance requirements, normally appli-
cable to intelligence information will apply
in the administration of sections 8439(b),
8461(h)(1) and 8474(c)(4) of title 5 as they
are applied with respect to CIA.

From the Committee on Post Office and
Civil Service:

For consideration of the Senate amend-
ments Nos. 1, 2, and 3 and modifications
committed to conference:

WiLLiam D. Forbp,
WiLLiam Cray,
MAaRY ROSE OAKAR,
GENE TAYLOR,
JoHwN T. MYERS,

As additional conferees on Senate Amend-
ment No. 3:

From the Permanent Select Committee on
Intelligence:

For consideration of title IV of the Senate
amendment and modifications committed to
conference:

LeE H. HAMILTON,
Louls STOKES,
ANTHONY C. BEILENSON,
Bos StumP,

ANDY IRELAND,

As additional conferees on Senate Amend-
ment No. 3:

From the Committee on Foreign Affairs:

For consideration of title V of the Senate
amendment and modifications committed to
conference:

DanIEL A. Mica,
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PETER H. KOSTMAYER,
OLYMPIA SNOWE,
As additional conferees on Senate Amend-
ment No. 3:
From the Committee on Ways and Means:
For consideration of provisions in section
101 of the Senate amendment establishing a
new subchapter III of chapter 84—Thrift
Savings Plan; establishing a new section
8475 in subchapter VII—transition provi-
sions; of title IT of the Senate amendment;
and of section 305 of the Senate amendment
and modifications committed to conference:
BILL ARCHER,
Wmn. THOMAS,
Managers on the Part of the House.
W.V. RorH, Jr.,
TED STEVENS,
CHARLES McC. MATHIAS,
Jr.,
Tom EAGLETON,
ALBERT GORE, Jr.,
Managers on the Part of the Senale.,

SECIAL ORDERS GRANTED

By unanimous consent, permission
to address the House, following the
legislative program and any special
orders heretofore entered, was granted
to:

(The following Members (at the re-
quest of Mr. RoTH) to revise and
extend their remarks and include ex-
traneous material:)

Mr. GiNGrICH, for 60 minutes, today.

Mr. CraNEg, for 60 minutes, on May
20.

(The following Member (at the re-
quest of Mr. RICHARDSON) to revise
and extend his remarks and include
extraneous material:)

Mr. ANNUNzIO, for 5 minutes, today.

(The following Member (at the re-
guest of Mr. REcuLa) to revise and
extend his remarks and include extra-
neous material:)

Mr. Peasg, for 60 minutes, on May
20.

EXTENSION OF REMARKS

By unanimous consent, permission
to revise and extend remarks was
granted to:

(The following Members (at the re-
quest of Mr. RoTH) ari to include ex-
traneous matter:)

Mr. ConTE in two instances.

Mr. WYLIE.

Mr. LAGOMARSINO.

Mr. COURTER.

Mr. BEREUTER in three instances.

(The following Members (at the re-
quest of Mr. RicHARDSON) and to in-
clude extraneous matter:)

Mr. MANTON.

Mr. SKELTON.

Mr. HuTTO.

Mr. Leaman of Florida in two in-
stances.

Mr. O’'NEILL.

Mr. RoE.

Mr. HOYER.

Mr. MONTGOMERY.

Mrs. BurTtoN of California.

Mr. ANDERSON in 10 instances.
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Mr. GonzaLez in 10 instances.

Mr. Brown of California in 10 in-
stances.

Mr. ANNUNZIO in sixX instances.

Mr. JonEs of Tennessee in 10 in-
stances.

Mr. BoneEr of Tennessee in five in-
stances.

SENATE JOINT RESOLUTION
REFERRED

A joint resolution of the Senate of
the following title was taken from the
Speaker’s table and, under the rule, re-
ferred as follows:

S.J. Res. 342. Joint resolution to designate
May 25, 1986, as “Missing Children Day"; to
the Committee on Post Office and Civil
Service.

ENROLLED BILL AND JOINT
RESOLUTIONS SIGNED

Mr. ANNUNZIO, from the Commit-
tee on House Administration, reported
that that committee had examined
and found truly enrolled a bill and
joint resolutions of the House of the
following titles, which were thereupon
signed by the Speaker:

H.R. 4382. An act to require the Architect
of the Capitol to place a plaque at the origi-
nal site of Providence Hospital;

H.J. Res. 234. Joint resolution designating
the week of May 18, 1986, through May 24,
1986, as “National Food Bank Week"";

H.J. Res. 427. Joint resolution designating
the week beginning on May 11, 1986, as “Na-
tional Asthma and Allergy Awareness
Week™;

H.J. Res, 492, Joint resolution to designate
the week of June 1, 1986, as “National
Neighborhood Housing Services Week''; and

H.J. Res. 613. Joint resolution allowing
qualified persons representing all the States
to be naturalized on Ellis Island on July 3 or
4, 1986.

SENATE ENROLLED JOINT
RESOLUTIONS

The SPEAKER announced his sig-
nature to enrolled joint resolutions of
the Senate of the following titles:

S.J. Res. 246. Joint resolution to designate
May 25, 1986, as “Hands Across America
Day,” for the purpose of helping people to
help themselves, and commending United
Support of Artists for Africa and all partici-
pants for their efforts toward combating do-
mestic hunger with a 4,000 mile human
chain from coast to coast;

S.J. Res. 266. Joint resolution to authorize
and request the President to designate the
month of June 1986 as “Youth Suicide Pre-
vention Month™;

S.J. Res, 271, Joint resolution designating
“Baltic Freedom Day"”; and

S.J. Res. 337. Joint resolution designating
Maykls—ﬂ-\i, 1986, as “Just Say No to Drugs
Week."

BILL PRESENTED TO THE
PRESIDENT

Mr. ANNUNZIO, from the Commit-
tee on House Administration, reported
that that committee did on the follow-
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ing day present to the President, for
his approval, a bill of the House of the
following title:
On May 15, 1986:
H.R. 1349. An act to reduce the costs of
operating Presidential Libraries, and for
other purposes.

ADJOURNMENT

Mr. REGULA. Mr. Speaker, I move
that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 1 o'clock and 12 minutes
p.m.) the House adjourned until to-
morrow, Tuesday, May 20, 1986, at 12
o'clock noon.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as fol-
lows:

3521. A letter from the Comptroller Gen-
eral of the United States, transmitting his
review of proposed rescissions and deferrals
of budget authority submitted by the Presi-
dent in his third and fifth special messages,
pursuant to 2 U.S.C. 685 (H. Doc. No. 99-
222), to the Committee on Appropriations
and ordered to be printed.

3522. A letter from the Acting Director,
Defense Security Assistance Agency, trans-
mitting the price and availability report for
the quarter ending March 31, 1986, pursu-
ant to 22 U.S.C. 2768, to the Committee on
Foreign Affairs.

3523. A letter from the Assistant Legal Ad-
viser for Treaty Affairs, Department of
State, transmitting copies of international
agreements, other than treaties, entered
into by the United States, pursuant to 1
U.8.C. 112b(a); to the Committee on Foreign
Affairs.

3524. A letter from the Director, Office of
Legislative Affairs, Agency for International
Development, transmitting notification of a
contract awarded in the Eighth District of
Massachusetts in April 1986 and copies or
reports summarizing contracting activities
for fiscal year 1985; to the Committee on
Foreign Affairs.

3525. A letter from the Chairman, Council
on Environmental Quality, transmitting a
report on the Council’s compliance with the
laws relating to open meetings of agencies
of the Government (Government in the
Sunshine Act) during calendar year 1985,
pursuant to 5 U.S.C, 552b(j); to the Commit-
tee on Government Operations.

3526. A letter from the Director, National
Legislative Commission, the American
Legion, transmitting statements describing
the financial condition of the American
Legion as of December 31, 1985, pursuant to
Public Law 88-504, section 3 (36 U.S.C.
1103); to the Committee on the Judiciary.

3527, A letter from the Administrator, Na-
tional Oceanic and Atmospheric Administra-
tion, Department of Commerce, transmit-
ting notification that he has designated a
national marine sanctuary in certain waters
in American Samoa, pursuant to 16 U.S.C.
1434(b); to the Committee on Merchant
Marine and Fisheries.

3528. A letter from the Director, Office of
Congressional Affairs, Department of
Energy, transmitting notification of the se-
lection of phase I projects for the Small
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Business Innovation Research [SBIR] Pro-
gram; to the Committee on Small Business.

3529. A letter from the Administrator of
Veterans' Affairs, Veterans' Administration,
transmitting a draft of proposed legislation
to amend title 38, United States Code, to
repeal provisions relating to setting the in-
terest rate on guaranteed or insured hous-
ing loans to veterans and inspecting manu-
factured homes purchased by veterans, to
increase the VA loan fee, to authorize direct
appropriations to the loan guaranty revolv-
ing fund, and for other purposes; to the
Committee on Veterans' Affairs.

3530. A letter from the Chairwoman, U.S,
International Trade Commission, transmit-
ting a draft of proposed legislation to pro-
vide authorization of appropriations for the
U.S. Internationl Trade Commission for
fiscal year 1988; to the Committee on Ways
and Means.

3531. A letter from the Assistant Secre-
tary of the Army (Installations and Logis-
tics), transmitting notification of the pro-
posed decision to convert to contractor per-
formance the dining facilities functions at
Fort Dix, NJ, pursuant to 10 U.S.C. 2304 nt.
and Public Law 99-190, section 8089; jointly,
to the Committees on Armed Services and
Appropriations.

3532. A letter from the Assistant Secre-
tary of the Army (Installations and Logis-
ties), transmitting notification of the pro-
posed decision to convert to contractor per-
formance the laundry and dry cleaning serv-
ice at Fort Jackson, SC, pursuant to 10
U.S.C. 2304 nt. and Public Law 99-190, sec-
tion 8089; jointly, to the Committees on
Armed Services and Appropriations.

3533. A letter from the Assistant Secre-
tary of the Army (Installations and Logis-
tics), transmitting notification of the pro-
posed decision to convert to contractor per-
formance the transportation motor pool
functions at Fort Polk, LA, pursuant to 10
U.8.C. 2304 nt. and Public Law 99-190, sec-
tion 8089; jointly, to the Committee on
Armed Services and Appropriations.

3534. A letter from the Assistant Secre-
tary of the Army (Installations and Logis-
tics), transmitting notification of the pro-
posed decision to convert to contractor per-
formance the commissary shelf stocking
function at Fort Leavenworth, KS, pursuant
to 10 U.S.C. 2304 nt. and Public Law 99-190,
section 8089; jointly, to the Committee on
Armed Services and Appropriations.

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLU-
TIONS

Under clause 2 of rule XIII, reports
of committees were delivered to the
Clerk for printing and reference to the
proper calendar, as follows:

[Pursuant to the order of the House on Mar.
15, 1986, the following conference report
was filed on May 16, 1986]

Mr. FORD of Michigan: Committee of
conference. Conference report on H.R. 2672
(Rept. 99-606). Ordered to be printed.

PUBLIC BILLS AND
RESOLUTIONS

Under clause 5 of rule X and clause
4 of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:
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[Submitted May 19, 1986]

By BONER of Tennessee:

H.R. 4845. A bill to amend chapter 35 of
title 44, United States Code, to reduce the
paperwork burden on citizens by requiring
Federal agency correspondence to include
the name, official title, telephone number,
and address of individuals to whom re-
sponses and inquiries may be made; to the
Committee on Government Operations.

By Mr. FAUNTROY (for himself and
Mr. DELLUMS):

H.R. 4846. A bill to recognize the organiza-
tion known as the Montford Point Marine
Association, Inc,; to the Committee on the
Judiciary.

By Mr. LEVINE of California (for
himself, Ms. SNowEg, Mr. SoLARz, Mr.
LacoMaARsSINO, Mr. GEJDENSON, Mr.
BEREUTER, Mr. BERMAN, Mr. SoLro-
MON, Mr. FEIGHAN, Mr. SILJANDER,
Mr. BarnNes, Mr. Garcia, Mr. Dym-
aLLy, Mr. Remp, Mr. SmitH of Flori-
da, Mr. UpaLL, Mr. TORRICELLI, Mr.
MacKay, Mr. TAUKE, Mr. LEHMAN of
Florida, Mr. CourTER, Mr. Forp of
Michigan, Mr. Epwarps of Califor-
nia, Mr. MorrisoN of Connecticut,
Mr., Bates, Mrs. Boxgr, Mr. FROST,
Mr. Levin of Michigan, Mr, MoNSON,
Mr. Evans of Illinois, Mr. LUNDINE,
Mr. KLEczKA, Mr. Braz, Mr. MINETA,
Mr. OBERSTAR, Mr. Eckart of Ohio,
Mr. FauntrOY, Mr. Fazio, Mr.
DixoN, Mr. STAGGERS, and Mr.
WEIss):

H.R. 4847. A bill to require that U.S. com-
panies cease their participation in the pro-
duction, marketing, or distribution of
Libyan oil; to the Committee on Foreign Af-
fairs.

By Mr. WYDEN (for himself and Mr.
MiLLER of Washington):

H.R. 4848. A bill to require the Secretary
of Energy to ensure the compliance of cer-
tain operations of the Department of
Energy with Federal environmental stand-
ards, and for other purposes; to the Com-
mittee on Energy and Commerce.

By Mr. SOLARZ:

H.J. Res. 639. Joint resolution designating
“National Epidermolysis Bullosa Awareness
Week"; to the Committee on Post Office
and Civil Service.

MEMORIALS

Under clause 4 of rule XXII,

379. The SPEAKER presented a memorial
of the Senate of the Commonwealth of
Pennsylvania, relative to U.N. Resolution
No. 3379; to the Committee on Foreign Af-
fairs.

ADDITIONAL SPONSORS

Under clause 4 of rule XXII, spon-
sors were added to public bills and res-
olutions as follows:

[Omitted from the Record of May 15, 1986]

H.R. 4775: Mr. Epwarps of California, Mr.
WryLIg, Mr. Mica, Mr. HiLLis, Mi. DowDy of
Mississippi, Mr. SoLomon, Mr. Evans or I1li-
nois, Mr. McEwgN, Ms. KAPTUR, Mr. MOLIN-
ARI, Mr. PENNY, Mr. RipGe, Mr. RowLAND of
Georgia, Mr. HENpDON, Mr. Gray of Illinois,
Mr. KaANJORSKI, Mr. RoBINSON, Mr. McCLoOS-
KEY, and Mr. BurTon of Indiana.

[Submilted May 19, 1986]

H.R. 2952: Mr. FisH, Mr. DwYER of New
Jersey, Mr. Perr1, Mr. CARPER, Ms. MIKUL-
sK1, and Mr. MAVROULES.
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H.R. 3042: Mr. TrAFICANT and Mr. SMITH
of Florida.

H.R. 3854: Ms. KAPTUR, Mr. YATRON, Ms.
OAKAR, Mr. Brown of California, Mr.
KiLpEg, Mr. MINETA, Mr. BErMAN, Mr.
TaLLoN, Mr. LEvINE of California, Mr. Haw-
KINS, Mr. WoLPE, Mr. APPLEGATE, Mr. DEg-
RICK, Mr. ToRrRICELLI, Mr. McCLOSKEY, Mr.
WEAVER, and Mr. MARKEY.

H.R. 3894: Mr. BoucHER and Mr. PACKARD,

H.R. 4025: Mr. PerkINS, Mr. HEFNER, Mr.
WEerss, Mr. FrLorio, Mr. BUSTAMANTE, and
Mr. ANDERSON.

H.R. 4057: Mr. ANDERSON, Mr. RaLPH M.
HaLL, Mr, RoTH, Mr. OWENS, Mr. FAUNTROY,
Mr. WHITEHURST, Mr. Gaypos, Mr, McCaIN,
Mr. ERDREICH, Mr. MITcHELL, Mr. GEKAaS,
and Mr. COUGHLIN,

H.R. 4126: Mr. SkeLTON and Mr. HOPKINS.

H.R. 4194: Mr. PURsSELL and Mr. SAVAGE.

H.R. 4529: Mr. RoTH.

H.R. 4567: Mr. WEAVER.

H.R. 4696: Mr. WiLsoN, Mr. Epwarps of
California, Mr. StAcGERS, Mr. Rosg, Mr.
EpGar, and Mr. DONNELLY.

H.J. Res. 422;: Mr. STRATTON.

H.J. Res. 524: Mr. RINALDO.

H.J. Res. 531: Mr. FasceLL, Mr. Saso, Mr.
WHEAT, and Mr. TAUZIN.

H.J. Res. 577: Mr. Fazio, Mr. VALENTINE,
Mr. STokEs, Mr. MarTIN of New York, Mr.
CROCKETT, Mr. BUSTAMANTE, Mr. SHUMWAY,
and Mr. DANIEL.

H.J. Res, 594: Mr. Borsk1, Mr. Hayes, Mr.
McDape, Mr. ENGLISH, Mr. Bepein, Mr.
CROCKETT, Mr. FAUNTROY, Mr. Jacoss, Mrs.
Lioyp, Mr. FeiGHAN, Mr. CooPER, Mr.
GorpoN, and Mr. WEAVER.

H. Con. Res. 325: Mr. SPRATT.

H. Con. Res. 326: Mr. FrosT and Mr.
WErss.

H. Res. 408: Mrs. BurTon of California.

DELETIONS OF SPONSORS FROM
PUBLIC BILLS AND RESOLU-
TIONS

Under clause 4 of rule XXII, spon-
sors were deleted from public bills and
resolutions as follows:

H.R. 2031: Mr. WORTLEY.

AMENDMENTS

Under clause 6 of rule XXIII, pro-
posed amendments were submitted as
follows:

HR.1

By Mr. GARCIA:

(Amendment to the amendment in the
nature of a substitute (text of H.R. 4746)).
—Page 13, after line 19, insert the following
new sections (and redesignate the subse-
quent sections, and conform the table of
contents, accordingly):

SEC. 123. REFINANCING MORTGAGE INSURANCE
FOR HOSPITALS, NURSING HOMES, IN-
TERMEDIATE CARE FACILITIES, AND
BOARD AND CARE HOMES,

{a) STATE CERTIFICATION REQUIREMENT.—
Section 223(f}4XD) of the National Hous-
ing Act is amended to read as follows:

“(D) such existing hospital has received
such certification from the State in which
the hospital is located as is comparable to
the certification required for hospitals
under section 242.".

(b) REFINANCING INSURANCE FOR NURSING
HomEes, INTERMEDIATE CARE FACILITIES, AND
Boarp AND Care Homes.—Section 223(f) of
the National Housing Act (as amended by




May 19, 1986

subsection (a) of this section) is further
amended—

(1) in paragraph (1), by inserting after
“existing hospital” the following: *, existing
nursing home, existing intermediate care fa-
cility, or existing board and care home";, and

(2) in paragraph (4)—

(A) by inserting after “existing hospital”
each place it appears the following: *, exist-
ing nursing home, existing intermediate
care facility, or existing board and care
home";

(B) by inserting after “the hospital” the
following: nursing home, intermediate
care facility, or board and care home"; and

(C) by inserting after “section 242" the
following: “or for nursing homes, intermedi-
ate care facilities, or board and care homes
insured under section 232, as the case may
be”.

(¢) RecurLaTIONS.—The Secretary of Hous-
ing and Urban Development shall issue such
regulations as may be necessary to carry out
the amendments made by this section by
not later than the expiration of the 90-day
period following the date of the enactment
of this Act.

SEC. 124. MORTGAGE INSURANCE FOR NURSING
HOMES, INTERMEDIATE CARE FACILI-
TIES, AND BOARD AND CARE HOMES.

(a) INSURANCE FOR PusLIic NURSING
Homes.—Section 232(b)1) of the National
Housing Act is ameded by inserting *'public
facililty,” before “proprietary”.

(b) REQUIREMENT OF STATE APPROVAL.—
Section 232(dX4)(A) of the National Hous-
ing Act is amended by adding at the end the
following new sentence: "“If the State
agency is not empowered to provide a certi-
fication that there is a need for the home or
facility or combined home and facility, the
Secretary shall accept in lieu of such certifi-
cation a feasibility study that (i) is prepared
for the home or facility or combined home
and facility in accordance with the princi-
ples established for feasibility studies by the
American Institute of Certified Public Ac-
countants; (ii) assesses on a marketwide
basis the impact of the home or facility or
combined home and facility on (and its rela-
tionship to) other health care facilities and
services, the percentage of excess beds, de-
mographic projections, alternative health
care delivery systems, and the reimburse-
ment structure of the home or facility or
combined home and facility; and (iii) dem-
onstrates the need for and financial feasibil-
ity of the home or facility or combined
home and facility.".

(¢) REcurLAaTIONS.—The Secretary of Hous-
ing and Urban Development shall issue such
regulations as may be necessary to carry out
the amendments made by this section by
not later than the expiration of the 90-day
period following the date of the enactment
of this Act.

SEC. 125. REQUIREMENT OF STATE APPROVAL FOR
MORTGAGE
INSURANCE FOR HOSPITALS

(a) IN GENERAL.—Section 242(d)4) of the
National Housing Act is amended by adding
at the end the following new sentence: “If
the State agency is not empowered to pro-
vide a certification that there is a need for
the hospital, the Secretary shall accept in
lieu of such certification a feasibility study
that (A) is prepared for the hospital in ac-
cordance with the principles established for
feasibility studies by the American Institute
of Certified Public Accountants; (B) assesses
on a marketwide basis the impact of the
hospital on (and its relationship to) other
health care facilities and services, the per-
centage of excess beds, demographic projec-
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tions, alternative health care delivery sys-
tems, and the reimbursement structure of
the hospital; and (C) demonstrates the need
for and financial feasibility of the hospi-
tal.”.

(b) ReEcuLaTIONS.—The Secretary of Hous-
ing and Urban Development shall issue such
regulations as may be necessary to carry out
the amendment made by this section by not
later than the expiration of the 90-day
period following the date of the enactment
of this Act.

—Page 123, after line 17, add the following
new title (and conform the table of contents
accordingly):
TITLE VI-ENTERPRISE ZONE
DEVELOPMENT
SEC. 601. DESIGNATION OF ENTERPRISE ZONES.

(a) DESIGNATION OF ZONES,—

(1) DerFINiTION.—FoOr purposes of this sec-
tion, the term “enterprise zone” means any
area that—

(A) is nominated by 1 or more local gov-
ernments and the State or States in which
it is located for designation as an enterprise
zone (in this section referred to as a “nomi-
nated area”), and

(B) the Secretary of Housing and Urban
Development designates as an enterprise
zone, after consultation with—

(i) the Secretaries of Agriculture, Com-
merce, Labor, and the Treasury, the Direc-
tor of the Office of Management and
Budget, and the Administrator of the Small
Business Administration; and

(ii) is the case of an area on an Indian res-
ervation, the Secretary of the Interior.

(2) NUMBER OF DESIGNATIONS.—

(A) IN GeNERAL.—The Secretary of Hous-
ing and Urban Development may designate
not more than 100 nominated areas as en-
terprise zones.

(B) MINIMUM DESIGNATION IN RURAL
AREAS,—Of the areas designated under
clause (i), not less than 25 percent shall be
areas that—

(i) are within a local government jurisdic-
tion or jurisdictions with a population of
less than 50,000 (as determined under the
most recent census data available);

(ii) are outside of a metropolitan statisti-
cal area (as designated by the Director of
the Office of Management and Budget); or

(iii) that are determined by the Secretary,
after consultation with the Secretary of
Commerce, to be rural areas.

(3) AREAS DESIGNATED BASED SOLELY ON
DEGREE OF POVERTY.—

(A) IN GENERAL—Except as provided in
subparagraph (B), the Secretary shall desig-
nate the nominated areas with the highest
average ranking with respect to the criteria
described in subparagraphs (C), (D), (E),
and (F) of subsection (¢)3). For purposes of
the preceding sentence, an area shall be
ranked within each such criterion on the
basis of the amount by which the area ex-
ceeds such criterion, with the area that ex-
ceeds such criterion by the greatest amount
given the highest ranking.

(B) EXCEPTION WHERE INADEQUATE COURSE
OF ACTION, ETC.—AnN area shall not be desig-
nated under subparagraph (A) if the Secre-
tary determines that the course of action
with respect to such area is inadequate.

(C) SEPARATE APPLICATION TO RURAL AND
OTHER AREAS.—Subparagraph (A) shall be
applied separately with respect to areas de-
scribed in paragraph (2)XB) and to other
areas.

(4) LIMITATION ON DESIGNATIONS.—

(A) PUBLICATION OF REGULATIONS.—Before
designating any area as an enterprise zone,
the Secretary shall prescribe by regulation
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not later than 4 months following the date
of the enactment of this Act, after consulta-
tion with the officials described in para-
graph (1(B)—

(i) the procedures for nominating an area
under paragraph (1)(A);

(ii) the parameters relating to the size and
population characteristics of an enterprise
zone, and

(iii) the manner in which nominated areas
will be evaluated based on the criteria speci-
fied in subsection (d).

(B) TiMeE LiMITATIONS.—The Secretary
shall designate nominated areas as enter-
prise zones only during the 24-month period
beginning on the later of—

(i) the 1st day of the 1st month following
the month in which the effective date of
the regulations described in subparagraph
(A) occurs; or

(ii) July 1, 1987.

(C) PROCEDURAL RULES.—The Secretary
shall not make any designation under para-
graph (1) unless—

(i) the local governments and the State in
which the nominated area is located have
the authority—

(I) to nominate such area for designation
as an enterprise zone;

(II) to make the State and local commit-
ments under subsection (d); and

(III) to provide assurance satisfactory to
the Secretary that such commitments will
be fulfilled;

(ii) a nomination therefore is submitted in
such a manner and in such form, and con-
tains such information, as the Secretary
shall by regulation prescribe;

(iii) the Secretary determines that any in-
formation furnished is reasonably accurate;
and

(iv) the State and local governments certi-
fy that no portion of the area nominated is
already included in an enterprise zone or in
an area otherwise nominated to be an enter-
prise zone,

(5) NOMINATION PROCESS FOR INDIAN RESER-
vATIONS.—In the case of a nominated area
on an Indian reservation, the reservation
governing body (as determined by the Secre-
tary of the Interior) shall be deemed to be
both the State and local governments with
respect to such area.

(b) PERIOD FOR WHICH DESIGNATION IS IN
EFFECT.—

(1) INn GENERAL.—ANY designation of an
area as an enterprise zone shall remain in
effect during the period beginning on the
date of the designation and ending on the
earliest of —

(A) December 31 of the 24th calendar year
following the calendar year in which such
date occurs;

(B) the termination date designated by
the State and local governments as provided
for in their nomination pursuant to subsec-
tion (a)(4)(C)ii); or

(C) the date the Secretary revokes such
designation under paragraph (2).

(2) REVOCATION OF DESGINATION.—The Sec-
retary, after consultation with the officials
described in subsection (a)1)XB) and a hear-
ing on the record involving officials of the
State or local government involved, may
revoke the designation of an area if the Sec-
retary determines that the local govern-
ment or the State in which it is located is
not complying substantially with the State
and local commitments pursuant to subsec-
tion (d).

(c) AREA AND ELIGIBILITY REQUIREMENTS. —

(1) IN GENERAL.—The Secretary may make
a designation of any nominated area under




11186

subsection (a)1) only if it meets the re-
quirements of paragraphs (2) and (3).

(2) AREA REQUIREMENTS.—A nominated
area meets the requirements of this para-
graph if—

(A) the area is within the jurisdiction of
the local government;

(B) the boundary of the area is continu-
ous; and

(C) the area—

(i) has a population, as determined by the
most recent census data available, of not
less than—

(I) 4,000 if any portion of such area (other
than a rural area described in subsection
(a)2XBX1)) is located within a metropolitan
statistical area (as designated by the Direc-
tor of the Office of Management and
Budget) with a population of 50,000 or
more; or

(II) 1,000 in any other case; or

(ii) is entirely within an Indian reserva-
tion (as determined by the Secretary of the
Interior).

(3) ELIGIBILITY REQUIREMENTS.—For pur-
poses of paragraph (1), a nominated area
meets the requirements of this paragraph if
the State and local governments in which it
is located certify and the Secretary, after
such review of supporting data as he deems
appropriate, accepts such certification,
that—

(A) the area is one of pervasive poverty,
unemployment, and general distress;

(B) the area is located wholly within the
jurisdiction of a local government that is eli-
gible for Federal assistance under section
119 of the Housing and Community Devel-
opment Act of 1974, as in effect on the date
of the enactment of this Act;

(C) the unemployment rate, as determined
by the appropriate available data, was not
less than 1.5 times the national unemploy-
ment rate for that period;

(D) the poverty rate (as determined by the
most recent census data available) for each
populous census tract (or where not tracted,
the equivalent country division as defined
by the Bureau of the Census for the pur-
pose of defining poverty areas) within the
area was not less than 20 percent for the
period to which such data relate;

(E) not less than 70 percent of the house-
holds living in the area have incomes below
80 percent of the median income of house-
holds of the local government (determined
in the same manner as under section
119(bX2) of the Housing and Community
Development Act of 1974); and

(F) the population of the area decreased
by 20 percent or more between 1970 and
1980 (as determined from the most recent
census available).

(d) REQUIRED STATE AND LocaL CoMMIT-
MENTS.—

(1) In GENERAL.—No0 nominated area shall
be designated as an enterprise zone unless
the local government and the State in
which it is located agree in writing that,
during any period during which the area is
an enterprise zone, such governments will
follow a specified course of action designat-
ed to reduce the various burdens borne by
employers or employees in such area. A
course of action shall not be treated as
meeting the requirements of this paragraph
unless the course of action include provi-
sions described in not less than 4 of the sub-
paragraphs of paragraph (2).

(2) Coursg oOF AcTiON.—The course of
action under paragraph (1) may be imple-
mented by both such governments and pri-
vate nongovernmental entities, may be
funded from proceeds of any program ad-
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ministered by the Secretary of Housing and
Urban Development or of any program ad-
ministered by the Secretary of Agriculture
under title V of the Housing Act of 1949,
and may include, but is not limited to—

(A) a reduction of tax rates or fees apply-
ing within the enterprise zone;

(B) an increase in the level of public serv-
ices, or in the efficiency of the delivery of
public services, within the enterprise zone;

(C) actions to reduce, remove, simplify, or
streamline paperwork requirements within
the enterprise zone;

(D) involvement in the program by public
authorities or private entities, organiza-
tions, neighborhood associations, and com-
munity groups, particularly those within
the nominated area, including a written
commitment to provide jobs and job train-
ing for, and technical, financial, or other as-
sistance to, employers, employees, and resi-
dents of the nominated area;

(E) the giving of special preference to con-
tractors owned and operated by members of
any minority; and

(F) the gift (or sale at below fair market
value of surplus land in the enterprise zone
to neighborhood organizations agreeing to
operate a business on the land.

(3) RECOGNITION OF PAST EFFORTS.—In eval-
uating courses of action agreed to by any
State or local government, the Secretary
shall take into account the past efforts of
such State or local government in reducing
the various burdens borne by employers and
employees in the area involved.

(4) PROHIBITION OF ASSISTANCE FOR BUSI-
NESS RELOCATIONS.—

(A) IN cENERAL.—The course of action im-
plemented under paragraph (1) may not in-
clude any action to assist—

(i) any establishment relocating from 1
area to another area; or

(ii) any subcontractor whose purpose is to
divest, or whose economic success is depend-
ent upon divesting, any other contractor or
subcontractor of any contract customarily
performed by such other contractor or sub-
contractor.

(B) Exceprion.—The limitations estab-
lished in subparagraph (A) shall not be con-
strued to prohibit assistance for the expan-
sion of an existing business entity through
the establishment of a new branch, affiliate,
or subsidiary if the Secretary—

(i) finds that the establishment of the new
branch, affiliate, or subsidiary will not
result in an increase in unemployment in
the area of original location or in any other
area where the existing business entity con-
ducts business operations; and

(ii) has no reason to believe that the new
branch, affiliate, or subsidiary is being es-
tablished with the intention of closing down
the operations of the existing business
entity in the area of its original location or
in any other area where the existing busi-
ness entity conducts business operations.

(e) DerFmnITIONS.—FoOr purposes of this sec-
tion:

(1) GovERNMENT.—If more than 1 govern-
ment seeks to nominate an area as an enter-
prise zone, any reference to, or requirement
of, this section shall apply to all such gov-
ernments.

(2) LocAL GOVERNMENT.—The term “local
government” means—

(A) any county, city,

township,
parish, village, or other general purpose po-
litical subdivision of a State;

(B) any combination of political subdivi-
sions described in subparagraph (A) recog-
nized by the Secretary; and

(C) the District of Columbia.

town,

May 19, 1986

(3) SecreTarYy.—The term “Secretary”
means the Secretary of Housing and Urban
Development.

(4) StaTE—The term “State” includes
Puerto Rico, the Virgin Islands, Guam,
American Samoa, the Northern Mariana Is-
lands, and any other possession of the
United States.

SEC. 602. EVALUATION AND REPORTING REQUIRE-
MENTS.

Not later than the close of the 4th calen-
dar year after the year in which the Secre-
tary of Housing and Urban Development
first designates areas as enterprise zones,
and at the close of each 4th calendar year
thereafter, the Secretary shall prepare and
submit to the Congress a report on the ef-
fects of such designation in accomplishing
the purposes of this title.

SEC. 603. INTERACTION WITH OTHER FEDERAL
PROGRAMS.

(a) CoORDINATION WITH RELOCATION AS-
s1sTANCE.—The designation of an enterprise
zone under section 601 shall not—

(1) constitute approval of a Federal or fed-
erally assisted program or project (within
the meaning of the Uniform Relocation As-
sistance and Real Property Acquisition Poli-
cies Act of 1970 (42 U.S.C. 4601 et seq.)); or

(2) entitle any person displaced from real
property located in such zone to any rights
or any benefits under such Act.

(b) ENTERPRISE ZONES TREATED AS LABOR
SuRPLUS AREAS.—Any area that is designat-
ed as an enterprise zone under section 601
shall be treated for all purposes under Fed-
eral law as a labor surplus area.

SEC. 604. WAIVER OR MODIFICATION OF HOUSING
AND COMMUNITY DEVELOPMENT
RULES IN ENTERPRISE ZONES.

(a) IN GENERAL.—Upon the written request
of the governments that designated and ap-
proved an area that has been designated as
an enterprise zone under section 601, the
Secretary of Housing and Urban Develop-
ment (or, with respect to any rule issued
under title V of the Housing Act of 1949,
the Secretary of Agriculture) may, in order
to further the job creation, community de-
velopment, or economic revitalization objec-
tives of the zone, waive or modify all or part
of any rule that the Secretary has authority
to promulgate, as such rule pertains to the
carrying out of projects, activities, or under-
takings within the zone.

(b) LiMrraTion.—No provision of this sec-
tion may be construed to authorize the Sec-
retary to waive or modify any rule adopted
to carry out a statute or Executive order
that prohibits, or the purpose of which is to
protect persons against, discrimination on
the basis of race, color, religion, sex, marital
status, national origin, age, or handicap.

(¢) SuBMmIsSION OF REQUESTS.—A request
under subsection (a) shall specify the rule
or rules to be waived or modified and the
change proposed, and shall briefly describe
why the change would promote the achieve-
ment of the job creation, community devel-
opment, or economic revitalization objec-
tives of the enterprise zone. If a request is
made to the Secretary of Agriculture, the
requesting governments shall send a copy of
the request to the Secretary of Housing and
Urban Development at the time the request
is made.

(d) CoNsSIDERATION OF REQUESTS. In consid-
ering a request, the Secretary shall weigh
the extent to which the proposed change is
likely to further job creation, community
development, or economic revitalization
within the enterprise zone against the effect
the change is likely to have on the underly-
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ing purposes of applicable statutes in the
geographic area that would be affected by
the change. The Secretary shall approve the
request whenever the Secretary finds, in the
discretion of the Secretary, that the public
interest that the proposed change would
serve in furthering such job creation, com-
munity development or economic revitaliza-
tion outweighs the public interest that con-
tinuation of the rule unchanged would serve
in furthering such underlying purposes. The
Secretary shall not approve any request to
waive or modify a rule if that waiver or
modification would—

(1) directly violate a statutory reguire-
ment; or

(2) be likely to present a significant risk to
the public health, including environmental
health or safety.

(e) Notice oF DisaPPROVAL.—If a request is
disapproved, the Secretary shall inform the
requesting governments in writing of the
reasons therefor and shall, to the maximum
extent possible, work with such govern-
ments to develop an alternative, consistent
with the standards contained in subsection
(d).

(f) PERIOD FOR DETERMINATION.—The Sec-
retary shall discharge the responsibilities of
the Secretary under this section in an expe-
ditious manner, and shall make a determi-
nation on requests not later than 90 days
after their receipt.

(g) APPLICABLE PROCEDURES.—A waiver or
modification of a rule under subsection (a)
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shall not be considered to be a rule, rule-
making, or regulation under chapter 5 of
title 5, United States Code. To facilitate
reaching a decision on any requested waiver
or modification, the Secretary may seek the
views of interested parties and, if the views
are to be sought, determine how they
should be obtained and to what exent, if
any, they should be taken into account in
considering the request. The Secretary shall
publish a notice in the Federal Register
stating any waiver or modification of a rule
under this section.

(h) EFFeCT OF SUBSEQUENT AMENDMENT OF
RuLes.—In the event that the Secretary
proposes to amend a rule for which a waiver
or modification under this section is in
effect, the Secretary shall not change the
waiver or modification to impose additional
requirements unless the Secretary deter-
mines, consistent with standards contained
in subsection (d), that such action is neces-
Sary.

(i) EXPIRATION OF WAIVERS AND MODIFICA-
TION.—No waiver or modification of a rule
under this section shall remain in effect for
a longer period than the period for which
the enterprise zone designation remains in
effect for the area in which the waiver or
modification applies.

(j) DerFiNITIONS.—FoOr purposes of this sec-
tion:

(1) RuLe.—The term “rule” means—

(A) any rule as defined in section 551(4) of
title 5, United States Code; or
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(B) any rulemaking conducted on the
record after opportunity for an agency
hearing pursuant to sections 556 and 557 of
such title 5.

(2) Secrerary.—The term “Secretary”
means the Secretary of Housing and Urban
Development or, with respect to any rule
issued under title V of the Housing Act of
1949, the Secretary of Agriculture.

SEC. 605. COORDINATION OF HOUSING AND URBAN
DEVELOPMENT PROGRAMS IN ENTER-
PRISE ZONES.

Section 3 of the Department of Housing
and Urban Development Act is amended by
adding at the end the following new subsec-
tion:

“(d) The Secretary shall—

“(1) promote the coordination of all pro-
grams under the jurisdiction of the Secre-
tary that are carried on within an enterprise
zone designated pursuant to section 601 of
the Housing Act of 19886;

“(2) expedite, to the greatest extent possi-
ble, the consideration of applications for
programs referred to in paragraph (1)
through the consolidation of forms or oth-
erwise; and

“(3) provide, whenever possible, for the
consolidation of periodic reports required
under programs referred to in paragraph (1)
into 1 summary report submitted at such in-
tervals as may be designated by the Secre-
tary.”.
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